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Introduction 

Great  Britain  stands  today  on  the  brink  of  one  of  the  gravest  decisions 
of  her  whole  history — the  decision  whether  or  not  to  join  the  European 
Common  Market.  This  decision  will  have  incalculable  consequences, 
for  Britain,  for  Europe,  the  United  States,  the  Commonwealth,  and 
indeed  the  world.  A  European  Commimity  which  includes  Britain  will 
be  a  very  different  organism  from  one  which  excludes  her.  The 
decision  to  join  will  set  in  train  forces  which  will  alter  profoundly  the 
face  of  the  world  in  which  we  Hve. 

Naturally  there  has  been  intense  debate  in  Britain  on  this  issue.  Much 
of  it  has  been  characterised  by  two  fallacies.  The  first  fallacy  is  to 
assimie  that  the  problem  concerns  only  Britain,  the  Common  Market 
countries  and  the  Commonwealth.  The  second  fallacy  is  to  assume 
that  the  European  Community  is  a  static  organisation.  In  fact  the 
movement  for  European  integration,  of  which  the  Rome  Treaty 
represents  only  one  stage,  is  a  continuing  process  of  which  the  later 
stages  are  not  only  incomplete  but  to  a  large  extent  as  yet  indeter- 
minate. This  is  true,  not  only  of  the  internal  organisation  of  the  Com- 
mimity— ^for  example,  whether  it  will  evolve  into  a  genuine  federal 
United  States  of  Europe  on  the  American  analogy,  and  if  so  how 
quickly — ^but  also  of  its  external  rebtions:  what  part,  for  example,  will 
^  new  European  super-power  play  in  the  world?  Will  it  be  a  partner, 
or  a  rival,  to  the  U.S.?  WiU  it  be  restrictionist  and  inward-looking,  or 
liberal  and  outward-looking?  Will  we  see  an  expansion  of  the  Com- 
mimity idea  towards  an  Adantic  Partoership  widi  the  U.S.,  and  if  so 
what  are  the  imphcations  for  U.S.  pohcy,  for  NATO,  for  the  under- 
developed countries  and  for  the  cold  war? 

These  are  the  vital  questions  to  be  asked  about  the  European  experi- 
ment, which  we  have  tried  in  this  book  to  answer.  They  transcend  in 
importance  the  question  of  whether  Britain  should  or  should  not  join. 
But  the  question  of  Britain's  admission  has  in  the  last  few  months 
forced  consideration  of  them  into  the  open,  and  provides  an  obvious 
starting  point  for  investigation  of  Europe's  future.  For  British  mem- 
bership— especially  in  view  of  the  world-wide  ramifications  of  the 
Commonwealth,  and  the  close  traditional  links  with  the  U.S. — ^is 
bound  to  affect  profoundly  the  structure,  the  objectives  and  the  balance 
of  forces  of  the  European  Conmiunity. 


This  book  does  not  try,  therefore,  to  argue  directly  the  case  for  or 
against  British  membership  of  the  Common  Market — though  it  will 
be  plain  to  anybody  who  reads  it  that  we  beHeve  Britain  should  join. 
It  tries  instead  to  do  three  things.  We  begin  with  a  brief  historical 
sketch  of  British  relations  with  Europe  since  the  war,  analysing  the 
forces  which  have  compelled  Britain's  leaders — often  reluctantly — to 
/  try  to  come  to  terms  with  the  new  Europe.  This  part  of  the  book  I 
have  written  from  London.  The  conclusion  is  that,  whatever  happens 
in  the  current  round  of  talks,  sooner  or  later  Britain  must  find  her 
place  in  Europe. 

The  second,  and  longest,  part  of  the  book  is  written  by  John  Lambert 
from  Luxembourg,  in  the  heart  of  the  European  Community.  It 
describes  the  Community's  institutions,  how  they  work,  what  the 
future  stages  of  European  integration  are  hkely  to  be,  and  what  their 
effect  has  been  on  the  people  of  the  Continent — businessmen,  poli- 
ticians, workers  and  consumers. 

In  Part  III  we  return  again  to  London.  I~try  here  to  answer  the 
questions  about  the  future  of  a  European  Community  that  includes 
Britain  which  I  have  raised  above — in  particular  questions  about  the 
relations  between  such  a  Community  and  the  outside  world. 

Like  all  books  on  the  Common  Market,  this  one  has  had  to  be 
written  at  great  speed,  in  a  situation  of  rapid  and  bewildering  change. 
For  those  parts  for  which  I  am  responsible  I  owe  a  debt  of  gratitude 
to  Roy  Pryce  and  Max  Fisher,  who  read  the  text  and  made  many 
valuable  suggestions  on  it,  and  to  Miss  Marion  Osman  for  swift  and 
competent  secretarial  assistance.  For  his  part,  John  Lambert  has  asked 
me  to  express  his  thanks  to  Signer  Emanuele  Gazzo  for  permission  to 
consult  the  files  of  Agence  Europe  in  Luxembourg,  which  enormously 
facihtated  the  writing  of  Part  II,  and  for  his  invaluable  advice  on  a 
number  of  points ;  and  also  to  his  colleagues  in  the  Agence,  and  to  a 
number  of  officials  of  the  Communities  and  other  bodies,  for  replying 
patiently  and  expertly  to  his  questions.  For  any  errors  in  our  respective 
sections,  John  Lambert  and  I  as  authors  are  of  course  solely  responsible. 

M.J.  S. 
August,  1962. 


Part  One 

A  SLOW  BOAT  TO  EUROPE 


Fog  in  Channel :   Continent  Isolated 

LONDON    NEWSPAPER    HEADLINE 
THE  GREAT  ILLUSION 

TheBritish,  itis  said,  are  psychologically  incapable  of  recognising 
when  they  are  beaten ;  that  is  why  in  the  end  they  always  win.  Certainly 
in  the  dark  days  after  Dunkirk  this  national  myopia  enabled  us  to  turn 
defeat  into  victory.  But  in  the  postwar  world  it  has  enormously  com- 
pHcated  the  task  of  adjusting  ourselves  to  a  new  world  environment, 
and  accepting  the  consequences  of  a  diminished  national  stature.  No- 
where has  this  been  more  apparent  than  in  our  dealings  with  Europe. 
After  1945  we  could  have  had  the  leadership  of  a  united  Europe  for  the 
asking.  By  1961  we  had  been  reduced  to  begging  for  membership  of 
a  European  Economic  Community  whose  members  were  by  na, 
means  certain  that  they  wanted  us  in.  The  'Channel  fog'  which  obscured  \ 
our  dealings  with  Europe  between  1945  and  1961  is  one  of  the 
saddest  aspects  of  British  postwar  foreign  poHcy.  How  is  it  to  be 
explained? 

Perhaps  the  first  point  to  grasp  about  the  six  EEC  coimtries  is  that 
they  constitute  an  assembly  of  the  defeated.  Each  one — Germany, 
France,  Italy,  Belgiimi,  Holland,  Luxembourg — Gleamed  in  the  hardest 
possible  way  the  limitations  of  national  sovereignty  between  1939  and 
1945.  Each  one  was  invaded,  conquered,  occupied  by  foreign  troops. 
In  each  one — though  in  varying  degrees — the  humiliation  of  foreign 
conquest  was  accompanied  by  economic  collapse  and  the  disruption  of 
estabHshed  patterns  of  society.  Psychologically,  therefore,  thinkers  inj 
all  these  countries  were  ready  to  abandon  the  trammels  of  an  individual 
nation-state  for  something  larger,  grander  and  more  effective. 

Nor  was  this  the  only  feature  which  the  Six  had  in  common  after 
1945.  Each  of  them  felt,  acutely,  the  shrinkage  in  the  power  and 
security  of  Europe  in  the  face  of  the  menacing  expansion  of  Russia  and 
the  economic  predominance  of  the  United  States.  For  centuries  the 
nation-states  of  Western  Europe  had  dominated  the  world.  For  cen- 
turies the  Germans  had  stood  as  a  barrier  between  Western  Europe 
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and  the  East.  Now  all  this  was  altered.  The  frontiers  of  free  Europe  had 
been  pushed  back  to  the  Elbe  in  the  heart  of  Germany.  Confronted  by 
the  giant  strength  of  the  Soviet  Union,  the  once-great  nations  of 
Europe  were  reduced  to  sheltering  for  protection  beneath  the  umbrella 
of  American  power. 

Moreover,  the  ruin  of  Europe  had  been  accompHshed,  not  by  out- 
siders, but  by  the  European  states  themselves.  1939  was  only  a  repeti- 
tion, on  a  greater  and  more  horrible  scale,  of  1914;  and  before  that 
there  had  been  the  Franco-Prussian  war  of  1870,  and  a  long  record 
of  fratricidal  struggle  stretching  back  across  the  centuries.  There- 
fore, argued  the  more  far-sighted  European  statesmen  after  1945, 
we  must  create  a  pohtical  system  in  Europe  which  wiU  make  it  impos- 
sible for  the  European  states  ever  to  go  to  war  with  each  other 
again. 

The  same  point  could  be  put  another  way.  The  menace  of  Russia 

ade  it  inevitable  that  Western  Germany  must  be  rebuilt  as  quickly  as 
possible.  But  it  was  Germany  who,  in  1870,  in  1914  and  again  in  1939, 
had  brought  war  and  ruin  to  Western  Europe.  This  time  Germany's 
revival  must  be  accomphshed  in  such  a  way  as  to  make  future  aggres- 
sion against  her  neighbours  impossible. 

These,  I  beheve,  were  the  fundamental  motives  behind  the  move- 
ment for  unity  in  war-shattered  Europe  in  the  late  194QS.  PoHticaUy, 
Europe  must  be  strong  enough  to  withstand  the  challenge  from  the 
East,  and  to  rank  as  a  Great  Power  in  the  councils  of  the  world;  an  end 
must  be  made  for  all  time  of  the  wars  which  had  devastated  the  Conti- 
nent, each  one  more  horrible  than  the  last.  Only  by  imion  or  federation 
could  this  be  achieved. 

e3ut,  while  the  ultimate  aim  was — and  remains — poHtical  union,  it 
s  in  the  economic  sphere  that  the  arguments  for  closer  integration 
re  most  compelling.  Just  as  the  fragmentation  of  Europe  had 
weakened  its  poHtical  influence  in  the  world,  so  it  had  slowed  down 
economic  growth.  In  too  many  cases  the  industries  of  Western  Europe 
found  themselves  confined  to  their  own  national  markets,  prevented 
from  selling  to  their  neighbours  by  tariff  barriers  and  other  discrimina- 
tory devices.  Weak  industries  which  would  not  have  been  able  to 
withstand  competition  enjoyed  sheltered  lives  beliind  State  protection. 
The  retreat  from  free  trade  during  the  inter-war  years,  and  the  rigid 
autarky  of  the  Nazi  and  Fascist  regimes,  had  intensified  this  stifling 
economic  fragmentation  of  Europe. 

The  protagonists  of  European  unity  contrasted  this  patchwork  of 
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limited  markets  with  the  vast  internal  markets  of  the  U.S.  and  the 
U.S.S.R.,  which  enabled  industriaHsts  to  reap  the  full  benefits  of  mass 
production,  speciahsation  and  standardisation,  and— at  least  in  America 
—created  a  competitive  chmate  in  which  the  least  efficient  firms  went 
out  of  business  while  the  more  efficient  were  able  to  grow  to  their  full 
stature.  Suppose,  they  said,  we  were  to  sweep  away  all  the  economic 
barriers  between  our  six  countries,  and  create  a  United  States  of 
Europe,  with  a  total  population  equivalent  to  that  of  the  U.S.A. 
Would  this  not  be  the  best  and  quickest  way  of  starting  to  raise  Euro- 
pean hving  standards  towards  American  levels,  and  making  Europe 
once  again  a  major  force  in  the  world?  And  would  it  not  also  be  the 
best  way  of  demonstrating  to  the  people  of  Europe  that  the  individual 
nation-state  is  a  dangerous  anachronism,  and  that  federation  brings 
practical  benefits? 

Such,  then,  was  the  motive  force  behind  the  drive  for  European 
integration  which  threw  up,  successively,  die  European  Coal-Steel 
Community,  Euratom  and  the  European  Economic  Community  or 
Common  Market.  It  is  easy  now  to  see  the  compeUing  force  of  diese 
ideas  in  the  postwar  European  context.  But  it  was  less  easy  for  the 
British  to  see  diem  in  die  early  postwar  period,  for  Britain  emerged 
firom  the  war  in  a  frame  of  mind  ahnost  totally  different  from  her 
Continental  neighbours. 

/For  one  thing,  die  British  had  not  been  defeated  or  occupied  by 
enemy  troops.  On  the  contrary,  they  had  enjoyed  their  'finest  hour'. 
The  fabric  of  the  nation-state  had  come  through  the  war  not  only  intact 
but  greatly  strengdiened.  Understandably,  British  patriotism  received 
a  tremendous  boost  from  the  successful  conduct  of  die  war.  The  'old 
country'  had  emerged  triumphandy  from  die  sloth  and  lethargy  of  die 
diirties,  had  destroyed  her  enemies,  and  resumed  her  rightful  place  as 
one  of  die  Big  Three  powers  of  die  world— making  up  in  honour  and 
prestige  what  she  perhaps  lacked  in  size  and  strength  compared  to 
Russia  or  America.  Not  for  nodiing  had  the  British  sung  in  dieir 
darkest  hours,  'There'll  always  be  an  England'. 

In  fact,  die  euphoria  of  1945  was  based  largely  on  illusion.  The  war 
had  really  destroyed  Britain's  status  as  a  Great  Power.  As  with  France 
after  1918,  mihtary  victory  had  exhausted  her  strength,  and  she  re- 
mained one  of  the  supreme  arbiters  of  die  world  by  courtesy  only.  This 
became  quickly  evident  in  the  economic  sphere.  Before  1939  Britain 
had  been  the  world's  greatest  creditor  nation;  after  1945  she  was  its 
greatest  debtor.  This  transformation  had  a  profound  effect  on  British 
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power  and  influence.  The  debts  incurred  in  paying  for  the  war  con- 
tinued to  dog  British  attempts  to  achieve  international  solvency.  The 
attempt  to  restore  sterling  convertibihty  in  1947  was  an  ignominious 
failure;  Britain's  numerous  creditors  immediately  rushed  to  cash  their 
cheques,  which  the  resources  of  the  British  Treasury  were  unable  to 
meet.  Two  years  later  the  pound  had  to  be  devalued.  Supported  by 
dollar  aid — first  through  the  1945  U.S.  loan,  subsequendy  through 
Marshall  Aid — Britain  steered  an  unsteady  economic  course  through 
the  postwar  years,  always  having  to  trim  her  commitments  to  her 
diminished  economic  capacity.  But  these  successive  economic  crises 
hardly  affected  national  psychology. 

f    In  any  case,  the  British  had  strong  reasons  for  wanting  to  avoid 
/continental  entanglements.  Their  first  preoccupation  after  1945  was 
j  with  internal  reforms.  The  Labour  Government  was  swept  into  office 
Mj^cause  British  imaginations  had  been  fired  during  the  war  with  the 
ideal  of  a  'new  Britain'  based  on  full  employment  and  the  Welfare 
State,  a  clean  break  from  the  stagnant,  class-ridden  society  of  the 
twenties  and  thirties.  The  postwar  mood  of  the  British  people — and  to 
a  large  extent  of  the  Attlee  government — was  one  of  profound  intro- 
version. 

Externally,  in  any  event,  Britain  felt  no  need  to  look  to  Europe  for 
x^friends.  Was  she  not  the  close  ally  and  associate  of  her  great  comrade- 
in-arms,  America?  If  the  British  people  thought  at  all  of  international 
unity,  it  was  a  unity  of  the  Enghsh-speaking  peoples  that  they  desired 
and  expected.  The  aUiance  between  Britain  and  America,  an  alhance 
forged  in  blood  and  sealed  with  victory,  must  remain  the  cornerstone 
of  British  poHcy;  this  was  common  ground  to  both  the  great  pohtical 
parties  in  Britain,  despite  the  grumblings  of  the  Left  (and  the  extreme, 
nationahst  Right).  Anything  that  threatened  to  separate  us  from  our 
American  aUies  must  be  resisted  to  the  death.  One  of  the  great  illusions 
harboured  by  the  British  after  1945  was  that  the  Americans  thought 
the  same  way — that  they  regarded  us  as  equal  partoers  in  the  cold  war. 
Time  was  to  produce  a  cruel  awakening. 

Apart  from  the  Atlantic  alhance,  our  great  preoccupation  in  external 
relations  was  with  the  Commonwealth.  Leadership  of  the  Common- 
wealth was  in  a  sense  the  symbol  of  Britain's  international  power, 
compensating  for  our  smaUness  and  weakness  and  justifying  our  place 
among  the  Big  Three.  It  was  an  international  status-symbol  of  the  first 
importance.  But  it  was  a  good  deal  more.  In  its  economic  version  as 
the  sterling  area  (a  grouping  of  nations  sharing  common  gold  and 
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dollar  reserves  which  are  held  by  the  Bank  of  England;  the  area  in- 
cludes all  the  Commonwealth  countries  except  Canada,  plus  South 
Africa,  Eire,  Iceland,  Burma  and  certain  Middle  Eastern  states),  it 
constituted  a  closely-knit  economic  bloc,  providing  Britain  with  most 
of  her  food  and  raw  materials  and  an  oudet  for  her  industrial  exports. 
The  sterling  area  was  in  many  ways  an  ideal  economic  unit  in  the 
conditions  of  the  early  postwar  years.  Britain  provided  the  capital  and 
the  manufactures,  the  rest  of  the  sterling  area  the  primary  commodities 
— food  and  raw  materials — ^which  we  lacked.  Some  of  the  overseas 
sterling  countries  were  large  net  earners  of  dollars,  which  were  used  for 
the  benefit  of  the  area  as  a  whole.  Since  dollar  shortage  was  the  free 
world's  greatest  economic  problem  in  the  early  postwar  years,  this  was 
of  great  importance.  The  area  maintained  cohesion  by  restricting  dollar 
imports,  by  exchange  controls  and  a  loose  (too  loose)  degree  of  poHcy 
co-ordination.  Britain  got  her  food  and  materials  relatively  cheaply 
under  a  system  of  bulk  purchase  agreements,  while  our  sterling  area 
partners  had  free  access  to  the  London  capital  market.  At  a  time  when 
the  supply  of  capital  was  far  below  the  demand  for  it,  and  when  prices 
of  primary  products  on  world  markets  were  rising  rapidly,  this  made 
good  sense.  And  Britain  was  able  to  achieve  the  expanded  exports 
which  the  loss  of  her  pre-war  investment  income  necessitated,  by 
selling  in  protected — and  therefore  easy — sterling  area  markets.  (The 
preferential  tariffs  enjoyed  by  all  Commonwealth  countries — including 
Canada — ^were  a  less  important  boost  to  trade  at  this  time.  Canada,  as 
a  dollar  coimtry,  was  indeed  subject  to  the  same  restrictions  on  trade 
with  the  rest  of  the  Commonwealth  as  was  the  U.S.) 
•  Pohtically,  therefore,  Britain  looked  to  the  U.S.  and  the  Common- 
X^ali^;  eiJononiicidlyTtb  the^erhng  area.  In  eacFcase  closer  links  with 
Europe  seemed  at  best  an  irrelevance,  at  worst  a  threat.  Despite  our 
economic  weakness,  we  had  in  fact  made  a  remarkably  swift  recovery 
after  the  war,  and  until  the  niid-i950s  our  economic  position  was  much 
stronger  than  that  of  our  neighbours  on  the  Continent.  If  we  were  to 
throw  in  our  lot  with  them,  what  had  we  to  gain  ?  Why  should  we 
seek  to  share  the  advantages  of  the  sterling  area  system,  with  its  inflow 
of  dollars  ?  "Why  should  we  dilute  the  value  of  our  special  access  to 
Washington;  What  had  the  Continentals  to  offer  in  return? 

I  remember  in  1953  writing  a  pamphlet  for  the  Fabian  Society  on 
the  sterling  area,  in  which  I  advocated  a  more  effective  system  of 
planning  to  strengthen  the  area's  internal  cohesion.  The  Council  of 
Europe  had  just  pubhshed  its  Strasbourg  Plan,  suggesting  the  fusion  of 
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the  sterling  area  and  Western  Europe  into  a  single  economic  bloc.  This 
plan  greatly  impressed  me,  for  it  was  becoming  very  clear  by  this  time 
that  the  sterling  area  was  overweighted  on  the  commodity-producing 
side.  Britain  alone  could  not  supply  the  investment  capital  and  the 
manufactures  the  area  needed,  nor  could  she  consume  enough  of  the 
area's  commodity  output.  (The  world  was  at  this  time  moving  out  of 
the  era  of  commodity  shortage  into  one  of  commodity  surplus.)  The 
inclusion  of  Western  Europe  would  right  the  balance.  I  discussed  this 
with  one  of  the  leading  figures  in  the  Labour  Party,  a  man  of  out- 
standing intelligence  and  vision.  To  my  surprise  his  face  became  con- 
torted with  anger.  'Those  hypocrites  at  Strasbourg !'  he  cried.  'All  they 
want  to  do  is  lay  their  hands  on  our  dollars!'  To  my  lasting  regret  I 
toned  down  my  warm  references  to  the  Strasbourg  Plan. 

To  be  fair  to  the  Labour  Party,  its  attitude  was  not  entirely  com- 
poimded  of 'I'm  all  right  Jack!'  Ideological  factors  also  entered  into  it. 
None  of  the  Continental  countries  outside  Scandinavia  had  an  effective 
Sociahst  government,  or  looked  very  like  getting  one.  In  France  and 
Italy  the  leadership  of  the  working-class  movement  was  held  by  the 
Communists.  The  dominant  pohtical  movement  in  the  Six  after  1945 
was  Cathohc  in  orientation,  laisser-faire  in  its  economic  thinking. 
CathoHc  Parties  were  supreme  in  Germany  and  Italy,  and  powerful 
elsewhere.  The  British  Labour  Party,  with  its  deep-rooted  Noncon- 
formist traditions,  was  profoundly  suspicious  of  this  Cathohc  resurg- 
ence in  Europe.  It  was  even  more  suspicious  of  the  economic  trend 
away  from  planning.  State  control  and  dirigisme  towards  economic 
hberalism  and  laisser-faire.  It  would  have  nothing  to  do  with  anything 
which  seemed  hkely  to  hmit  Britain's  freedom  to  plan  her  own 
economy  and  develop  her  own  Welfare  State,  with  its  emphasis  on 
State  ownership  and  controls. 

In  fact  these  fears  were  largely  based  on  prejudice.  The  contrast 
between  British  and  Continental  pohcy  was  nothing  hke  so  pro- 
nounced as  British  Sociahsts  thought.  All  the  Six  had,  and  have,  sub- 
stantial sectors  of  industry  under  State  ownership.  All  have  considerable 
welfare  services.  France  and  the  Netherlands  have  practised  economic 
planning  in  some  form  or  other  ever  since  1945,  while  the  French 
throughout  the  period  of  the  Fourth  Repubhc  operated  a  very  marked 
form  o£  dirigisme.  Only  in  Germany,  Belgium  and  Italy  was  economic 
hberahsm  exalted  into  a  dogma.  But  the  picture  of  rapacious  Latins, 
socially  backward  and  politically  unreliable,  seeking  to  'horn  in'  on 
Britain's  privileged  position  vis-a-vis  Washington  and  the  Common- 
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wealth,  flattered  British  pride  and  British  insularity.  Consequently, 
when  in  1950  the  Six  invited  Britain  to  become  a  founder-member  of 
the  European  Coal-Steel  Community,  the  first  essay  in  full-scale 
European  integration,  the  invitation  was  rejected  out  of  hand,  on  the 
grounds  that  coal  and  steel  were  pubhcly  owned  in  Britain,  and  that 
their  operation  could  not  be  submitted  to  international  control. 

This  was  a  tragedy.  The  idea  of  integrating  the  two  key  industries  of 
Western  Europe,  as  a  sort  of  pilot-plant  for  a  future  United  Europe, 
was  a  stroke  of  genius.  Not  only  would  the  abolition  of  national 
barriers  to  trade  in  these  two  basic  products  strengthen  the  European 
economies,  it  would  also — by  the  estabhshment  of  supra-national 
control — make  a  future  war  between  France  and  Germany  a  virtual 
impossibihty.  The  iron-ore  of  Lorraine,  the  coal  and  steel  of  the  Ruhr 
would  henceforth  form  the  single  economic  complex  which  Nature 
intended  it  to  be.  The  revival  of  the  Ruhr  coal  and  steel  industries — 
now  plainly  seen  to  be  inevitable — would  take  place  under  supervision 
by  Germany's  neighbours,  through  the  institutions  of  the  Community. 
In  such  a  Community  Britain  could  have  exercised  a  dominant  role. 
Her  coal  industry  is  by  far  the  largest  in  Western  Europe,  with  produc- 
tion not  far  below  that  of  the  Six  combined.  Her  steel  industry  was  at 
that  time  the  biggest  in  the  area,  though  it  has  since  been  overtaken  by 
Germany.  But  Britain  would  also  have  been  welcomed  as  the  make- 
weight between  France  and  Germany.  French  nervousness — despite  the 
safeguards  of  the  ECSC  Treaty — at  entering  into  too  close  a  partner- 
ship with  her  age-old  enemy  would  have  been  allayed  had  her  old  ally 
Britain  chosen  to  come  in  with  her.  Franco-German  rivalry  alone 
would  have  ensured  Britain  the  leading  place  in  the  councils  of  Europe, 
had  she  chosen  at  any  time  to  exercise  it.  But,  except  in  the  loose 
groupings  of  NATO  and  the  OEEC.^  where  each  member  retained  its 
full  sovereignty,  and  where  the  Americans  were  also  represented,  or  at 
least  involved,  Britain  showed  no  interest  in  entering  into  schemes  for 
European  integration.^ 

1  The  Organisation  for  European  Economic  Co-operation,  set  up  to  co-ordinate 
European  economic  development  under  the  aegis  of  the  Marshall  Plan.  It  never 
acquired  supra-national  powers,  but  proved  a  useful  forum  for  discussions  and 
played  an  important  role  in  Hberalising  Europe's  trade.  The  U.S.,  though  closely 
associated  with  the  work  of  the  OEEC,  was  not  a  member.  But  when  it  was  later 
replaced  by  the  OECD  (Organisation  for  Economic  Co-operation  and  Develop- 
ment), the  U.S.  and  Canada  both  became  full  members  of  the  new  body. 

2  For  a  full  account  of  Britain's  relations  with  Europe  from  1945  to  1959,  see 
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EUROPE  GOES   AHEAD 

In  195 1  the  replacement  of  the  Labour  Government  by  a  Conservative 
one  filled  the  Europeans  with  hope.  In  opposition  the  Tories  had  been 
enthusiastic  advocates  of  European  unity,  and  had  made  great  use  of 
the  forum  presented  by  the  Council  of  Europe  at  Strasbourg.  The 
Council,  the  first  institutional  expression  of  the  pan-European  move- 
ment, had  come  into  existence  in  1949.  One  of  its  architects  was  Sir 
Winston  Churchill,  who  in  his  Zurich  speech  in  1946  had  called  for  'a 
United  States  of  Europe'.  Sir  Winston  in  subsequent  speeches  described 
Britain  as  'geographically  and  historically  part  of  Europe',  and  as 
having  'to  play  her  full  part  as  a  member  of  the  European  family'. 
Naturally,  his  hsteners  assumed  that  the  Conservative  Party  when  in 
office  would  favour  British  integration  in  'the  United  States  of  Europe'. 
This  impression  was  fostered  by  a  galaxy  of  Conservative  Party 
speakers  at  Coimcil  of  Europe  meetings  at  Strasbourg. 

This  attitude  was  in  marked  contrast  to  the  coldness  of  the  Labour 
Government,  which  first  tried  to  abort  the  Council  by  prpposing  a 
Committee  of  European  Ministers  as  an  alternative,  and  then  succeeded 
in  emasculating  it  by  ensuring  that  the  parliamentary  body  was  purely 
consultative,  with  no  powers  to  do  anything  but  make  recommenda- 
tions to  the  Ministers,  who  were  under  no  obhgation  to  accept  them. 
This  ensured  that  the  Council  became,  what  the  British  subsequently 
derided  it  for  being,  a  mere  'talking  shop'  without  any  powers.  The 
Council  failed  in  its  objective  of  providing  a  genuine  'European  parlia- 
ment'. Perhaps  this  was  inevitable,  given  the  fact  that  the  members  of 
the  Council  were  and  are  primarily  national  politicians  whose  main 
interests  and  responsibilities  are  in  and  to  their  individual  legislatures. 
In  any  event,  subsequent  events  pushed  it  on  to  the  sidelines  of  the 
European  movement.  British  M.P.s  inevitably  tended  to  gauge  the 
strength  of  the  European  movement  from  the  people  they  met  during 
their  visits  to  the  Council  at  Strasbourg,  and  mistakenly  assumed  that 
the  movement  lacked  real  strength  because  the  Council  was  so  obvi- 
ously operating  in  a  vacuum.  They  did  not  realise  until  too  late  that 
this  arose  only  from  the  restraints  imposed  on  the  Coimcil  by  the 


Europe  Will  Not  Wait,  by  Anthony  Nutting  (Hollis  and  Carter).  Nutting's  accomit 
is  well-informed  and  objective,  but  on  the  evidence  of  his  own  facts  he  is  far  too 
kind  in  his  comments  on  the  behaviour  of  his  Conservative  colleagues,  and  radier 
too  censorious  towards  their  Labour  predecessors.  He  is  also  very  unfair  towards 
Pierre  Mendes-France  and  other  'nationaUst'  French  leaders. 
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governments  concerned — notably  the  British — and  that  the  hard- 
headed  men  who  were  in  fact  'making  Europe'  were  concentrating 
their  efforts  elsewhere.  Strasbourg  did  perform  some  useful  work 
among  the  foothills  of  European  integration — ^in  developing  parlia- 
mentary contacts,  in  cultural  work,  social  security  conventions,  the 
European  Court  of  Human  Paghts,  and  so  on.  But  essentially  it  was  a 
soimding  board,  and  little  more. 

It  was  a  sounding  board  which  the  Conservatives  used  to  good  effect. 
In  the  summer  of  1950,  Churchill  used  it  to  call  for  the  creation  of  a 
'European  army  under  a  imited  command  in  which  we  should  all  bear 
a  worthy  and  honourable  part'.  At  the  same  time,  in  Westminster,  the 
Conservatives  attacked  the  Labour  Government  for  its  refusal  to  join 
in  the  talks  which  led  to  the  estabhshment  of  the  ECSC.  When  the 
Conservatives  came  to  power  in  the  following  year,  the  'Europeans' 
expected  great  things. 

They  were  disappointed.  If  Attlee  and  his  colleagues  had  been  guilty 
of  myopia  towards  Europe,  for  the  Churchill  administration  dupHcity 
is  perhaps  a  more  accurate  word.  Once  in  office,  the  Conservatives 
quickly  dropped  the  idea  of  joining  the  ECSC,  preferring  instead  a 
loose  form  of  association  which  committed  neither  side  to  anything 
more  than  consultation.  Worse,  they  went  back  on  the  suggestion  that 
Britain  would  play  a  part  in  a  European  army.  In  the  next  few  years 
Sir  Winston  and  his  colleagues  played  a  major  part  in  sabotaging  the 
European  Defence  Coiruriunity  (EDC),  which  Churchill  himself  had 
launched. 

The  EDC  was  to  be  the  next  stage  of  European  integration  after  the 
ECSC.  It  was  to  provide  a  framework  in  which  Western  Germany 
could  be  re-armed — a  point  on  which  the  U.S.  was  pressing — ^without 
danger  to  her  neighbours  in  Western  Europe.  The  EDC  was  to  be 
accompanied  by  the  creation  of  a  European  Pohtical  Commimity 
(EPC),  to  do  the  job  the  Coimcil  of  Europe  had  been  prevented  from 
doing. 

The  problem  was  to  get  France  to  agree  (though  it  was  in  fact  a 
French  Prime  Minister,  Rene  Pleven,  who  formally  proposed  the 
creation  of  EDC  in  October  1950).  France  wanted  Britain  in  as  a 
guarantor  that  the  EDC  would  not  be  dominated  by  Germany.  But  in 
the  autunm  of  195 1  Sir  Anthony  Eden  told  the  NATO  Council  that 
Britain  would  in  no  circumstances  participate  in  the  EDC.  The  French 
then  sought,  in  vain,  for  British  guarantees  to  maintain  the  existing 
number  of  their  forces  in  Europe,  and  to  operate  in  association  with  the 
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institutions  of  the  EPC  when  it  came  into  being.  Having  failed  to  get 
these  guarantees,  the  French  themselves  then  rejected  the  EDC  in  the 
summer  of  1954. 
The  collapse  of  EDC  had  two  major  consequences.  First,  it  created 
''^  a  dangerous  military  and  poHtical  vacuum  in  Europe  which  the  British 
reluctantly  had  to  fill.  Eden  produced  the  stop-gap  solution  of  Western 
European  Union  (WEU),  an  alliance  consisting  of  the  Six  plus  Britain, 
without  the  supra-national  powers  of  the  EDC  but  with  political  as 
well  as  mihtary  institutions.  Ironically,  neither  France  nor  Britain  did 
as  well  out  of  WEU  as  they  would  have  done  out  of  EDC.  German 
rearmament  took  place  with  fewer  safeguards  for  her  neighbours  than 
the  EDC  would  have  provided,  and  Britain  was  forced  to  give  the 
guarantees  which  she  had  refused  to  give  to  the  EDC.  Yet  WEU  was 
widely  hailed  as  a  triumph  for  British  diplomacy;  in  fact  it  was  no 
more  than  a  skilful  patching-up  operation  after  a  totally  unnecessary 
crash. 

/  The  collapse  of  the  EDC  project  was  a  severe  setback  to  the  cause  of 
European  integration.  Three  years  had  been  wasted,  and  sceptics  on 
both  sides  of  the  Channel  assumed  that  the  steam  had  gone  out  of  the 
'United  States  of  Europe'.  The  ECSC  High  Authority  in  Luxembourg 
remained  in  lonely  isolation,  attracting  httle  interest  and  less  under- 
standing in  Britain.  I  remember  going,  in  the  spring  of  1955,  with  a 
niunber  of  other  EngHsh  journalists,  on  a  visit  to  the  High  Authority. 
I  came  back  fired  with  enthusiasm,  anxious  to  convey  my  impressions 
to  my  newspaper's  readers.  The  news  editor  had  other  ideas.  'The 
Coal-Steel  Community!'  he  snorted.  'What  EngHsh  business  man 
wants  to  read  about  that?'  I'm  afraid  he  was  right.  In  any  case,  not  a 
word  of  my  impressions  from  Luxembourg  ever  appeared  in  my 
paper. 

And  yet  it  was  at  exactly  this  time  that  the  movement  for  integration 
really  began  to  roll.  The  'Europeans'  had  learned  the  lesson  of  the 
failure  of  the  Council  of  Europe  and  the  EDC,  compared  to  the  success 
of  the  ECSC.  If  Europe  was  to  be  united,  it  must  be  through  economic 
rather  than  through  poHtical  means.  The  ECSC  had  succeeded  because 
it  was  carrying  out  a  policy  of  economic  integration  which  yielded 
manifest  industrial  benefits.  The  time  had  come  to  apply  what  the 
ECSC  was  doing  in  two  industries  alone  to  the  entire  economic 
structure  of  the  Six  member-countries.  In  June  1955  the  foreign 
ministers  of  the  Six  met  at  Messina  in  Sicily.  Out  of  this  meeting 
emerged  eventuaUy  a  plan  for  two  new  Communities — Euratom  and 
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the  European  Economic  Community  (EEC)  or  Common  Market. 
Euratom  followed  the  ECSC  pattern  in  having  a  limited  industrial 
purview.  It  was  designed  to  develop  atomic  energy  among  the  Six  on 
a  supra-national  basis.  The  EEC  was  a  much  more  revolutionary  con- 
cept, involving  nothing  less  than  the  complete  integration  of  the 
economies  of  the  Six,  so  that  they  would  eventually  become  in  econ- 
omic terms  at  least  virtually  a  single  nation-state.  A  full  description  of 
what  the  EEC  is  and  does  is  given  in  Part  II  of  this  book. 

Britain  was  not  represented  at  the  Messina  meeting,  though  she  did 
participate  in  the  earlier  discussions  of  the  Spaak  Committee  which 
emerged  from  it.  Although  invited,  she  did  not  think  the  meeting 
sufficiently  important  to  justify  attendance.  The  assumption  was  that 
the  EDC  fiasco  had  disposed  of  the  European  movement,  and  the 
British  press  followed  the  Government's  lead  in  virtually  ignoring  the 
meeting.  To  be  fair,  the  preceding  years  had  seen  the  birth  and  death 
of  a  number  of  grandiose  projects  for  European  integration  besides  the 
EDC,  and  it  is  always  difficult  in  these  matters  to  tell  swans  from 
geese. 

Ignoring  the  Messina  meeting  proved,  however,  to  be  a  monumental 
miscalculation.  Within  two  years  the  two  new  Communities  had  been 
approved  by  the  governments  of  the  Six,  and  the  European  Common 
Market  had  come  into  existence.  The  other  members,  learning  their 
lesson  from  the  EDC  failure,  leant  over  backwards  to  meet  the  special 
wishes  of  France,  with  the  result  that  the  French  negotiators  were  able 
to  drive  an  extraordinarily  good  bargain. 

With  the  estabhshment  of  the  EEC  the  cause  of  European  integration 
had  taken  a  giant  leap  forward.  The  'Little  Europe'  of  the  Six  was  now 
a  going  concern,  and  the  balance  of  power  on  the  Continent  had  been 
decisively  altered.  The  danger  against  which  British  arms  and  British 
diplomacy  had  struggled  successfully  for  centuries — the  danger  of  a 
super-power  on  the  Continent  of  Europe — had  re-emerged.  The  union 
of  the  Six  threatened  to  divide  Western  Europe  into  two  groups — the 
Ins  and  the  Outs;  and  from  this  division  only  the  enemies  of  the  West 
would  benefit.  The  time  for  a  fundamental  reappraisal  of  British  pohcy 
towards  Europe  had  come. 


IF  YOU   CAN  T   BEAT  THEM,  JOIN   THEM 

At  this  stage  it  is  worthwhile  to  go  back  a  bit  in  time,  to  try  to  under- 
stand the  attitude  of  the  Conservative  Government  towards  Europe. 
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The  Tories  did  not  on  the  whole  share  the  ideological  dislike  of  Conti- 
nental policies  and  pohticians  which  many  British  SociaHsts  felt  (and 
feel).  Moreover,  after  195 1  the  economic  pattern  in  the  world  at  large, 
and  the  Commonwealth  in  particular,  began  to  alter  dramatically.  The 
spectre  of  dollar  shortage  began  to  disappear.  As  the  decade  wore  on, 
the  need  for  the  rest  of  the  world  to  protect  itself  by  restrictions  on 
doUar  imports  and  by  exchange  controls  became  less  and  less  urgent, 
as  the  disparity  between  U.S.  economic  strength  and  that  of  the  rest  of 
the  world  became  less  and  less  marked.  The  importance  of  the  sterling 
area  as  a  dollar-accumulating,  dollar-sharing  bloc  declined  correspond- 
ingly. 

At  the  same  time  the  worldwide  shortage  of  commodities  gradually 
gave  way  to  a  condition  of  surplus,  which  in  turn  had  profound  impH- 
cations  for  the  structure  and  strength  of  the  sterhng  area  system.  A 
number  of  things  were  happening  simultaneously  in  the  1950s,  all  of 
which  conspired  to  weaken  the  tight  autarkic  links  which  bound 
together  the  sterling  area  of  the  early  postwar  years.  The  easing  of  the 
dollar  shortage  was  one.  Second,  the  Conservative  government  pro- 
gressively abolished  the  long-term  bulk  contracts  under  which  the 
Labour  government  had  bought  commodities  from  sterling  sources, 
and  the  restrictions  on  imports  of  these  commodities  from  outside  the 
area.  In  short,  Britain  adopted  an  increasingly  hberal  pohcy  on  com- 
modity imports.  Since  the  prices  of  most  commodities  were  falling  on 
world  markets  in  relation  to  industrial  goods — a  result  of  the  ending  of 
shortages — Britain  benefited  from  this  change  of  pohcy.  Favourable 
terms  of  trade  helped  Britain's  balance  of  payments  considerably  during 
the  decade. 

For  the  rest  of  the  sterling  area,  however,  the  effects  were  less 
favourable.  Loss  of  protected  markets  in  London,  coupled  with  in- 
creased world  production,  meant  keener  competition  in  world  markets 
for  their  exports.  Consequently  they  could  only  maintain  the  volume 
of  these  exports  by  lowering  their  prices  in  real  terms;  and  this  meant 
they  had  correspondingly  less  money  to  spend  on  imports.  At  the  same 
time  their  desire  to  industriahse,  to  become  more  self-sufficient  in 
manufactures,  was  intensified  by  the  growing  weakness  of  their  tradi- 
tional exports. 

The  result  was  a  further  weakening  of  the  economic  cohesion  of  the 
sterling  area.  Overseas  sterling  countries  came  to  rely  less  on  Britain 
for  their  industrial  imports.  On  the  one  hand  they  strove  to  produce 
more  of  their  own  manufactures  themselves;  new  industries  tended  to 
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be  protected  from  outside  competition  by  quota  controls.  Second,  they 
tended  increasingly  to  buy  from  Britain's  competitors — the  U.S., 
Japan,  or  Western  Europe — ^where  these  countries  offered  a  better 
bargain.  While  Britain  was  liberalising  her  import  policy  to  the  detri- 
ment of  her  sterling  area  partners,  these  partners  were  doing  exactly 
the  same  thing  to  the  detriment  of  British  exporters.  Both  parties  in 
fact  were  discovering  the  advantages  of  having  a  choice  of  suppliers  in 
a  buyer's  market. 

Third,  however,  the  ability  of  the  overseas  sterling  area  countries  to 
import  at  all  was  Hmited  by  adverse  economic  factors — namely,  the 
less  buoyant  world  markets  for  their  main  exports,  and  the  big 
demands  on  their  resources  imposed  by  their  own  urge  to  industriahse, 
which  involved  massive  imports  of  foreign  capital.  As  a  result  the 
sterling  area — and  indeed  the  Commonwealth  as  a  whole,  for  with  the 
ending  of  dollar  shortage  Canada  became  increasingly  closely  associated 
with  the  sterling  countries,  and  her  economic  conditions  came  closely 
to  resemble  theirs — ^proved  to  be  a  comparatively  stagnant  market 
during  the  fifties.  Its  rate  of  economic  growth  was  below  that  of  most 
of  the  world,  and  most  of  its  leading  members  were  beset  at  one  time 
or  another  by  balance  of  payments  crises  which  lessened  their  abihty 
to  import. 

Tliis  weakening  of  economic  cohesion  was  reinforced  by  pohtical 
factors.  During  the  1950s  the  Commonwealth  ceased  to  be  a  pre- 
dominantly Anglo-Saxon  'club'.  Increasingly  the  balance  of  power 
shifted  in  favour  of  the  newly-freed  colonies  and  former  dependent 
1  territories  of  Asia  and  Africa,  though  Britain's  titular  leadership  of  the 
\  Commonwealth  was  never  challenged.  The  possibihty  of  building  the 
Commonwealth  or  sterling  area  into  a  really  effective  supra-national 
pohtico-economic  bloc  was  never  really  explQredia_lhe-early  postwar  . 
yesrst-strpr^nadnn^  planning  and  pohcy  co-ordinationjaieje  never  / 
seriously  attempted.  After  195 1  the  possibihty  receded.  Not  only  was 
the  chmate  of  pohtical  opinion  in  London  hostile  to  the  concept.  More 
important,  ex-colonies  hke  Ghana  and  Malaya  which  had  previously 
earned  dollars  for  the  whole  area  and  ran  substantial  payments  surpluses 
were  determined  on  attaining  independence  to  spend  what  they  earned 
on  their  own  development.  These  newly-independent  coimtries  were 
inevitably  nationahstic  in  sentiment,  and  this  contributed  to  the  centri- 
fugal tendencies  at  work  in  the  Commonwealth  at  this  time.  (One 
might  add  that  the  task  of  providing  aid  to  the  bigger  coimtries,  hke 
India  and  Pakistan,  became  increasingly  recognised  as  an  obligation  of 

23 


A  SLOW  BOAT  TO  EUROPE 

the  West  as  a  whole,  to  which  the  U.S.,  Western  Europe  and  Japan 
contributed  as  well  as  Britain.) 

The  dream  of  the  autarkic,  self-contained  Commonwealth  or  sterling 
area  therefore  faded  rapidly  in  the  1950s.  The  system  of  Common- 
wealth trade  preferences  dating  from  the  1932  Ottawa  conference  did 
however  provide  certain  advantages  to  both  parties.  British  exports  to 
Commonwealth  countries,  and  Commonwealth  exports  to  Britain,, 
both  enjoyed  certain  tariff  advantages  over  their  competitors.  But  thesej^ 
were  on  the  whole  comparatively  minor,  and  diminishing,  advantages 
— certainly  so  far  as  Britain  was  concerned;  to  Commonwealth  ex- 
porters they  were  a  good  deal  more  important.  (Price  is  usually  a  more 
important  consideration  compared  to  other  factors  if  you  are  selling 
food  or  raw  materials  than  if  you  are  selling  advanced  industrial 
products.  Moreover,  sales  to  Britain  did  not  run  up  against  the  barrier 
of  import  restrictions,  as  sales  to  Commonwealth  countries  frequently 
did.) 

C=^  British  industriahsts  therefore  increasingly  began  to  switch  their 
sights  from  the  Commonwealth  to  other  markets.  In  the  immediate 
postwar  period  about  60  per  cent  of  all  British  exports  went  to  the 
Commonwealth,  while  less  than  25  per  cent  went  to  Europe.  During 
the  1950s  the  Commonwealth  share  steadily  dechned,  while  Europe's 
rose  rapidly.  By  the  first  quarter  of  1962  Europe  had  replaced  the 
Commonwealth  as  Britain's  biggest  single  export  market,  from  having 
been  only  half  as  large  ten  years  before.^  This  represents  a  historic 
change  of  pattern  for  British  exports. 

Western  Europe  was  also,  during  this  period,  acting  increasingly  as 
a  magnet  for  Commonwealth  commodity  exports.  The  truth  enunci- 
ated in  the  Strasbourg  Plan — that  Europe  and  the  Commonwealth  are 
complementary  economic  units — began  increasingly  to  be  reflected  in 
the  patterns  of  world  trade. 

British  industriahsts,  disillusioned  by  the  comparative  stagnation  of 
Commonwealth  markets,  welcomed  the  growth  of  Europe  as  an  alter- 
native. In  the  largely  unsophisticated  markets  of  the  Commonwealth 
they  often  found  it  hard  to  compete — despite  tariff  advantages — with 
the  products  of  lower-cost  covm  tries  like  Japan.  In  Europe,  on  the  other 
hand,  the  high  quahty  and  sophistication  of  British  products  made  them 
less  vulnerable  to  price  competition.  But  the  real  reason  for  the  growth 
of  British  sales  to  the  Continent  was  less  reassuring.  It  was  the  fact  that 
the  European  countries — and  notably  the  Six — were  increasing  their 
^  This  applies  to  Western  Europe  as  a  whole,  not  just  the  Six. 
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rate  of  industrial  production  and  adding  to  their  national  wealth  at  a 
far  faster  rate  than  Britain.  Between  1953  (the  first  'normal'  postwar 
year,  when  the  period  of  readjustment  after  the  world  war  and  Korea 
could  be  said  to  be  complete)  and  i960,  Britain's  rate  of  industrial 
production  went  up  by  21  per  cent.  In  the  same  period  Germany's  rate 
of  increase  was  62  per  cent,  Italy's  58  per  cent,  France's  52  per  cent,  the 
Netherlands'  39  per  cent.  Only  Belgium  and  Luxembourg  had  rates  of 
growth  as  low  as  Britain's.  , 

By  the  mid-fifties  the  Six  seemed  to  have  discovered  a  rhythm  of 
dynamic  growth  which  Britain  could  not  match.  The  contrast  began 
to  become  painfully  obvious  after  1955,  when  the  boom  of  1953-54 
petered  out  in  Britain  in  an  atmosphere  of  inflationary  pressure, 
balance-of-payments  difficulties  and  hostihty  between  Govern- 
ment and  unions.  For  the  next  three  years  the  British  economy  virtually 
stood  still,  while  the  Continental  countries  continued  to  move 
forward. 

y  So,  as  time  went  on,  industriaHsts  in  Britain  became  increasingly 
/  aware  of  the  value  of  the  European  market,  and  of  the  danger  of  losing[ 
^jt  through  exclusion  from  the  Common  Market.  The  economic  argu- 
ment for  closer  integration  with  Europe  became  increasingly  clear, 
while  the  advantages  of  the  rival  Commonwealth  or  sterhng  area 
grouping  came  to  seem  increasingly  nebulous.  Why  then  was  the 
British  government  so  slow  to  see  these  advantages  ? 

I  think  there  are  a  number  of  reasons.  First,  as  we  have  seen,  the 
British  consistently  under-estimated  the  strength  of  the  urge  for  unity 
on  the  Continent.  Consequendy  they  always  found  themselves  playing 
their  cards  too  late.  This  was  shown  over  the  European  army,  when 
we  had  to  concede  to  the  WEU  what  we  had  refused  to  the  EDC.  It 
was  shown  in  the  belated  British  discovery  in  the  1950s  of  the  value  of 
the  Council  of  Europe.  At  various  periods  during  the  fifties  Britain 
tried  to  bridge  the  gap  between  the  Six  and  the  rest  of  Western  Europe 
by  strengthening  the  Council — which  included  both  groups — and 
subordinating  the  institutions  of  the  Six  to  it.  But  each  time  the  Six 
rejected  the  British  overtures  as  being  'too  little,  too  late' — as  attempts, 
in  fact,  to  sabotage  the  integration  of  'httle  Europe'  by  imposing  a 
brake  on  it.  Exactly  the  same  sequence  of  events  was  to  take  place  over 
the  Common  Market. 

Second,  the  British  continued  to  be  bhnded  by  the  illusion  of  Great 
Power  status  for  most  of  the  decade.  The  moment  of  truth  which  came 
to  the  Six  during  the  war  came  to  Britain  only  slowly  and  partially, 
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and  not  at  all  until  after  1955.^  While  the  Commonwealth  progress- 
ively lost  its  economic  significance,  its  mystical  importance  for  the 
British  seemed  to  grow  as  it  became  more  vague  and  nebulous.  In- 
creasingly during  the  1950s,  as  British  power  ebbed,  the  symbols  of 
power  came  to  be  prized  above  the  reahty.  Like  an  ageing  actress, 
Britain's  statesmen  and  people  sought  refiige  firom  the  harsh  facts  in  an 
illusion  of  grandeur.  A  dangerous  national  obsession  with  prestige 
began  to  show  itself,  an  ominous  forerunner  of  decay. 

Perhaps  I  can  illustrate  this  by  one  incident  from  my  own  experience. 
I  vividly  remember  attending  the  Labour  Party  conference  in  the 
autimin  of  1954,  when  the  Party  wresded  in  agony  with  its  conscience 
over  the  issue  of  German  rearmament.  It  was  an  intensely  dramatic 
debate,  which  spht  the  Party  right  down  the  middle.  I  happened  to  be 
sitting  in  the  gallery  just  between  the  representatives  of  the  U.S.  and 
the  Soviet  Union.  Both  big  men,  the  Russian  and  the  American  craned 
over  the  balcony,  ^vatching  intendy  as  the  debate  went  on  below.  One 
felt  that  one  was  watching  a  vital  batde  in  the  cold  war,  that  these 
emissaries  from  the  two  great  camps  were  visibly  contending  for  the 
support  of  a  still  mighty  Britain.  Certainly,  not  only  the  delegates  but 
the  whole  British  press  combined  to  give  the  impression  that,  which- 
ever way  it  went,  this  was  a  debate  of  fiindamental  importance. 

But  of  course  it  was  not.  To  the  reahties  of  the  cold  war  it  wzs 
fundamentally  irrelevant.  For  whatever  the  British  Labour  Party  said 
or  did,  Germany  at  that  stage  was  going  to  be  rearmed.  The  British 
Labour  Party  was  tearing  itself  to  pieces  over  an  illusion  of  power.  The 
great  debate  over  Britain's  H-bomb  a  few  years  later  was  to  combine 
exacdy  the  same  ingredients  of  passion  and  irrelevance,  based  on  a 
failure  on  both  sides  to  see  that  what  Britain  did  with  her  puny  stock 
of  H-bombs  really  made  practically  no  difference  to  the  stark  reahties 
of  world  power. 

The  illusion  of  world  power  was  fostered  by  the  Churchilhan  doc- 
trine of  the  'interlocking  circles' — the  theory  that  Britain  was  uniquely 
placed  at  the  heart  of  three  great  blocs:  the  Adantic  aUiance  with 
America,  the  Commonwealth,  and  Western  Europe.  This  doctrine 
carried  the  flattering  imphcation  that  Britain  really  was  'at  the  still 
centre  of  the  turning  world',  buttressed  and  shielded  by  inmmierable 
friends.  To  the  complacency  of  Britain's  diplomats  was  added  the 
confidence,  until  1955,  of  her  economic  leaders.  From  1951  to  1955 

^  This  was  however  much  less  true  of  France  than  of  the  others.  See  below, 
p.  31. 

26 


A  SLOW  BOAT  TO  EUROPE 

Conservative  economic  policy  moved  forward  smoothly  and  effici- 
ently, correcting  the  mistakes  of  the  Labour  government  and  trans- 
lating the  doctrines  of  a  modem,  hberal  Conservatism  into  practical 
policies.  Until  1955,  therefore,  a  good  case  could  be  made  out  for 
saying  that  Britain  was  doing  all  right  on  her  own. 

1955  really  represents  the  watershed  of  British  relations  with  Europe. 
The  year  of  the  Messina  conference  was  the  year  in  which  Britain 
seemed  to  lose  her  capacity  for  expansion,  in  which  the  economic  self- 
confidence  of  the  Tories  ebbed  away  in  the  face  of  intractable  problems 
of  cost  inflation.  By  1956  the  GJovemment  had  at  last  reaHsed  that  the 
Six  meant  business,  and  was  casting  about  for  some  way  of  preserving 
Britain's  trade  links  with  them.  But  in  the  autumn  of  that  year  British 
attention  was  distracted  firom  Europe  by  a  bigger,  more  immediate 
problem — the  Suez  crisis. 
/^  Suez  was  without  doubt  Britain's  postwar  'moment  of  truth'.  In  a 
I  blinding  lightning-flash  her  essential  weakness  was  revealed,  mihtarily 
^"soid  politically.  The  cosy  concept  of  the  'interlocking  circles'  was 
cruelly  exposed.  Faced  with  a  choice  between  her  ally  Britain  and  the 
goodwill  of  the  Afiro-Asian  bloc,  America  unhesitatingly  chose  the 
latter.  Other  than  France,  there  was  no  support  for  the  Suez  operation 
from  the  Continent  of  Europe.  Even  in  the  Commonwealth,  majority 
opimon  condemned  the  British  action  in  no  xmcertain  terms.  World 
disapproval  would  not  perhaps  have  mattered  if  we  could  have 
achieved  our  ends  despite  it,  as  the  Russians  did  at  the  same  time  in 
Himgary.  But  we  could  not.  Our  action  produced  a  run  on  sterling, 
as  Britain's  creditors  abroad  hurriedly  cashed  their  cheques  in  fear  of 
a  new  devaluation.  Only  a  dollar  loan  could  avert  bankruptcy.  The 

\ Americans  refiised  aU  financial  assistance  imless  we  pulled  our  troops 
out  of  Egypt.  We  pulled  out. 
''  This  humihating  defeat  had  a  cathartic  eflect  on  British  pubUc 
opimon.  One  section  took  refuge  in  an  angry  xenophobia,  burying 
their  heads  more  fiercely  in  the  sand.  But  most  people  felt,  however 
confusedly,  that  a  decisive  turning-point  had  been  reached  in  Britain  s 
relations  with  the  outside  world,  necessitating  fundamental  changes  of 
policy.  And  it  was  instinctively  to  Europe  rather  than  the  Common- 
wealth that  people  turned. 

FREE  TRADE  AREAS,   BIG  AND   LITTLE 

For  a  short  time  the  British  Government  tried,  rather  half-heartedly, 
to  dissuade  the  Six  from  going  ahead  with  their  plans  for  a  Common 
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Market,  on  the  grounds  that  European  economic  integration  should  be 
conducted  within  the  framework  of  OEEC.  But  at  a  meeting  of  the 
OEEC  Council  in  Jidy  1956  the  idea  of  an  all-European  free  trade  area 
was  discussed,  and  on  February  7th,  1957,  the  British  Government 
pubhshed  a  plan  for  such  a  free  trade  area  as  a  White  Paper.  The  free 
trade  area  was  first  considered  as  an  alternative  to  a  Common  Market. 
Then,  when  the  Six  made  it  clear  that  their  negotiations  for  a  Common 
Market  must  take  precedence,  it  was  envisaged  as  a  broader  framework 
which  would  embrace  the  Six  and  other  European  countries,  thus 
minimising  the  dangers  of  an  economic — and  therefore  pohtical — spht 
between  the  Little  Europe  of  the  Six  and  the  rest. 

The  free  trade  area  proposed  by  Britain  would  have  meant  the 
abolition,  over  a  period  of  years,  of  all  tariffs  and  other  barriers  to 
trade  between  the  member-countries — at  least  so  far  as  manufactured 
goods  were  concerned.  To  that  extent  it  resembled  the  Common 
Market  the  Six  were  setting  up.  But  it  differed  from  it  in  three  funda- 
mental ways. 

First,  agriculture  was  specificaUy  excluded.  This  enabled  Britain  to 
avoid  the  problem  of  reconcmng  her  policy  for  agriculture  with  the 
very  different  policies  in  force  on  the  Continent.  In  Britain  farmers  are 
subsidised  out  of  the  Exchequer,  and  there  are  few  restrictions  or 
tariffs  on  imports — many  of  which  come  from  the  Commonwealth. 
The  Government  subsidy  is  designed  to  enable  British  farmers  to  make 
profits  while  competing  on  the  home  market  at  world  prices;  the 
Government  in  fact  pays  the  difference  between  what  the  farmer  needs 
to  earn  to  cover  his  costs  and  the  price  he  has  to  offer  to  sell  his  goods 
against  foreign  competition.  By  this  means  the  cost  of  hving  is  kept 
down  at  the  taxpayer's  expense,  and  Commonwealth  supphers  are 
assured  of  a  market  for  their  food  products  in  Britain. 

On  the  Continent,  on  the  other  hand,  agriculture  is  normally  pro- 
tected by  tariffs,  so  that  food  prices  are  kept  above  world  levels.  The 
cost  of  agricultural  protection  is  paid  by  the  consumer  rather  than  the 
taxpayer.  The  British  system  of  farm  subsidies  would  be  impracticable 
on  the  Continent  if  only  because  farmers  there  are  a  much  bigger 
proportion  of  the  population,  so  that  the  burden  on  the  Exchequer 
would  be  proportionally  much  greater  than  here.  To  get  round  this 
discrepancy  the  British  proposed  quite  simply  that  agriculture  should 
be  excluded  from  the  free  trade  area — though  at  a  late  stage,  when  the 
negotiations  were  already  doomed,  they  conceded  that  some  provision 
would  have  to  be  made  for  it. 
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^Second,  the  free  trade  area  was  exclusively  an  economic  proposition, 
without  any  of  the  political  overtones  or  objectives  of  the 
Common  Market.  It  was  designed,  as  its  name  impHed,  primarily  to 
expand  trade  — not  to  pave  the  way  for  any  form  of  political  union  or 
federation. 

Third,  while  members  of  the  Common  Market  had  to  equalise  their 
tariffs  towards  the  outside  world — so  that  the  area  of  the  Six  was 
sdrrounded  by  a  coinmon  external  tariff— this  obligation  did  not  apply 
\/to  members  of  the  tree  trade  area.  Ihese  countries  were  free  to  pursue 
whatever  traHe"poHcy  they  liked  towards  countries  outside  the  area; 
their  obligations  applied  only  to  other  members  of  the  free  trade  area. 
The  advantage  of  this  for  Britain  was  obvious.  It  meant  that  Britain 
could  maintain  the  structure  of  Commonwealth  trade  relations — 
including  her  trade  preferences  in  Commonwealth  markets,  and  the 
preferences  she  gave  to  the  Commonwealth  in  her  home  market — 
unaffected  by  her  relations  with  the  Europeans.  This  would  give  her, 
in  a  sense,  the  best  of  both  worlds.  It  was  hke  taking  a  new  wife  without 
having  to  divorce,  or  even  stop  living  with,  the  old  one. 

It  was  on  these  three  crucial  differences  that  the  negotiations  for  a 
free  trade  area  eventually  foundered.  The  ostensible  breaking  point 
was  a  fairly  technical  one — ^namely,  French  fears  that  the  free  trade  area 
would  enable  cheap  foreign  imports  to  fmd  their  way  into  the  Com- 
mon Market  via  the  low-tariff  free  trade  area  countries.  To  take  an 
example,  textiles  from  Hong  Kong  coming  into  Britain  duty-free 
would  then  fmd  their  way,  disguised  as  British  products,  into  France 
— still  without  having  to  pay  any  duty;  in  this  way  the  common 
external  tariff  of  the  Six  would  become  inoperative.  The  British 
argued,  unavailingly,  that  this  could  be  avoided  by  insisting  that  goods 
traded  in  the  area  carried  certificates  of  origin.  The  French  insisted  that 
no  free  trade  area  was  feasible  without  a  common  external  tariff. 
Eventually,  on  November  14th,  1958,  the  French  Government  an- 
nounced out  of  the  blue  that  the  free  trade  area  plan  was  unworkable, 
and  the  protracted  negotiations  collapsed  ignominiously.  Britain  and 
the  other  non-Common  Market  countries  of  Europe  were  left  out  in 
the  cold. 

In  retrospect  it  is  easy  to  see  why  the  free  trade  area  was  never  a 
feasible  proposition.  The  argument  on  certificates  of  origin  was  not  in 
fact  the  decisive  factor.  The  real  issue  was  in  a  way  simpler,  in  a  way 
more  complex.  To  begin  with,  both  sides  approached  the  negotiations 
from  totally  different  premises.  The  British  were  looking  for  a  purely 
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economic  solution,  with  the  minimum  of  commitments  and  the  mini- 
mum of  sacrifices.  The  Six  wanted  something  much  more  radical. 
Britain's  past  record  made  her  suspect  to  the  Europeans.  As  one  of  the 
leading  EEC  officials  put  it  to  me  in  Brussels  at  the  time:  'Britain  must 
make  up  her  mind  w^hether  she  is  in  Europe  or  not,  whether  she  is 
prepared  to  throw  in  her  lot  fuUy  with  us  or  not.  We  can't  afford 
countries  just  coming  along  for  the  ride.' 

At  the  same  time,  however,  the  free  trade  area,  despite  its  drawbacks 
firom  the  Europeans'  point  of  view,  did  offer  certain  advantages.  While 
none  of  the  Six  w^ould  consider  it  as  a  straight  alternative  to  the  Com- 
mon Market,  many  of  them  would  have  liked  a  two-tier  structure, 
with  Britain  and  the  other  non-Common  Market  countries  linked  with 
Litde  Europe  through  a  firee  trade  area.  Many  German  firms,  for 
example,  were  alarmed  at  the  effect  on  their  export  business  of  a  trade 
war  between  the  Six  and  the  rest  of  Europe.  The  Dutch,  and  to  a  lesser 
extent  the  Belgians,  were  also  anxious  about  their  export  trade;  the 
Dutch  feared  particularly  for  their  agricultural  exports  to  Britain.  The 
Benelux  countries  were  forced  to  adjust  their  traditionally  low  tariffs 
nearer  to  the  higher  French  and  Itahan  levels  as  part  of  the  process  of 
creating  the  common  external  tariff.  They  disliked  the  protectionist 
tendencies  of  the  Common  Market,  and  they  were  fearful  of  the  danger 
of  Franco-German  domination.  Many  people  in  the  Six  feared  the 
impHcations  of  'sphtting  Europe',  and  there  was  also  a  good  deal  of 
resentment  at  the  concessions  which  the  French  had  won  as  the  price 
of  membership — ^not  only  for  themselves,  but  also  for  their  Afiican 
colonies  and  associates.  For  all  these  internal  strains  among  the  Six 
British  association  could  have  acted  as  a  useful  solvent. 

But  the  British  had  made  their  usual  mistake  of  exaggerating  their 
bargaining  strength,  and  so  overplaying  their  hand.  The  trouble  was 
that,  while  five  of  the  Six  wanted  some  association  with  Britain,  none 
of  them  felt  strongly  enough  about  it  to  stand  up  to  the  sixth,  France. 
Faced  with  a  choice  between  Britain  and  France,  they  chose  France 
unhesitatingly.  And  France's  position  throughout  the  negotiations  was 
quite  intransigent — ^though  the  reasons  for  this  intransigence  altered  to 
some  extent  as  the  negotiations  w^ore  on  during  1958. 

When  she  signed  the  Treaty  of  Rome  in  1957,  France  was  the  'sick 
man  of  Europe'.  Economically  she  was  even  more  crisis-prone  than 
Britain.  Though  her  rate  of  industrial  growth  was  faster,  she  paid  for 
it  by  persistent  balance-of-payments  troubles  and  a  series  of  devalua- 
tions of  the  franc.  Her  economy  was  among  the  most  heavily-protected 

30 


A  SLOW  BOAT  TO  EUROPE 

in  Europe,  and  her  industrialists  had  the  reputation  of  being  exception- 
ally restrictive-minded.  Pohtically,  she  suffered  from  chronic  instabihty 
under  a  series  of  weak  governments.  Abroad,  attempts  to  hang  on  to 
her  empire  had  involved  her  in  a  host  of  troubles,  culminating  in  the 
bitter  and  cosdy  Algerian  war.  (Her  rigid  colonial  stance  appeared  in 
dramatic  contrast  to  Britain's  far-sighted  pohcy  of  withdrawal  and 
hberation.)^ 

For  all  these  reasons,  it  was  harder  for  France  to  open  her  home 
market  to  unrestricted  competition  than  for  any  other  of  the  Six. 
Psychologically  and  pohtically,  too,  France  was  probably  the  least  pre- 
pared of  the  Six  for  integration.  The  coimtry  of  Jean  Monnet,  prime 
/architect  of  the  European  movement,  was  also  the  country  of  Charles 
I  de  Gaulle,  at  that  time  an  enemy  of  the  Europeans;  a  strong  nationahst 
I  and  chauvinist  streak  runs  through  the  French  people,  and  the  Fourth 
iLepubhc  was  in  no  position  to  ignore  the  wishes  of  any  of  the  numer- 
ous vested  interests  of  France. 

The  French  attitude  to  their  partners  can  perhaps  be  summarised  as 
follows:  'We  want  to  join  with  you  in  building  a  new  Europe,  and  we 
know  that  you  cannot  do  it  without  us.  But  because  we  are  weak,  we 
must  ask  you  to  pay  a  high  price  for  our  signature  to  the  Treaty.  And 
because  we  are  indispensable,  you  know  as  well  as  we  do  that  you  must 
pay  our  price.'  France's  negotiators  played  their  cards  with  brilhant 
opportunism,  with  the  result  that  they  won  for  their  coimtry  a  highly 
privihged  position  in  the  Common  Market.  The  French  approach, 
essentially,  was  to  see  how  the  clauses  of  the  Treaty  of  Rome  could  be 
twisted  to  suit  France's  interest  before  she  signed  them.  The  British, 
more  honest  but  less  inteUigent,  looked  at  the  clauses  to  see  which  of 
them  Britain  could  reasonably  sign  as  they  stood. 

When  the  free  trade  area  talks  began,  therefore,  France  had  already 
won  all  she  could  hope  to  from  her  partners.  Her  industriahsts,  having 
steeled  themselves  to  face  German  competition,  saw  no  reason  why 
they  should  face  British  as  well,  especially  if  Britain  was  not  ready  to 
'pay  the  price'  by  signing  the  Treaty  of  Rome.  Why  should  France 

*  This  was  to  change  with  the  transformation  of  the  French  Union  into  an 
assembly  of  independent  states  on  the  pattern  of  the  Commonwealth  under  the 
Fifth  RepubUc.  The  process  of  hberation  of  France's  African  possessions  is  now, 
as  I  write,  being  completed  with  the  negotiation  of  a  peace  setdement  in  Algeria. 
But  the  fact  remains  that  in  the  peacefbl  abdication  of  colonial  power  Britain  has 
a  much  better  overall  postwar  record  than  France — or  for  that  matter  the  Benelux 
countries. 
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share  her  privileged  position  with  Britain ;  Why  should  she  dilute  the 
benefits  won  for  her  African  confreres  by  agreeing  to  let  Common- 
wealth countries  share  them  ?  In  short,  France  had  nothing  to  gain  and 
quite  a  lot  to  lose  from  the  free  trade  area. 

As  1958  wore  on,  and  the  Fourth  Republic  gave  way  to  the  Fifth, 
France's  economic  objections  to  the  free  trade  area  began  to  ease,  but 
her  political  objections  hardened.  French  industry  staged  an  astonishing 
upsurge  during  this  period,  helped  by  the  stability  which  the  Gaulhst 
regime  brought  with  it.  To  her  astonishment,  France  found  that  her 
industries  could  compete  on  equal  terms  with  the  rest  of  the  Six,  and 
with  this  discovery  came  a  great  increase  in  self-confidence.  But  this 
did  not,  unhappily,  reconcile  General  de  Gaulle  and  his  colleagues  to 
the  free  trade  area.  De  Gaulle  was  not  a  friend  to  the  European  move- 
ment, but  when  he  came  to  power  he  accepted  the  Treaty  of  Rome  as 
a  French  commitment,  and  soon  came  to  see  it  as  an  invaluable  poHtical 
weapon  with  which  to  assert  France's  place  in  the  world  against  the 
unloved  Anglo-Saxons.  This  change  of  attitude  was  facilitated  by  the 
close  working  relationship  achieved  with  Dr.  Adenauer.  Determined 
to  maintain  the  cohesion  of  'Little  Europe',  the  German  Chancellor 
made  a  point  of  deferring  to  French  leadership  wherever  possible.  The 
results  were  momentous.  For  the  first  time  since  1870,  France  lost  her 
fear  of  Germany — and  with  it,  her  need  for  Britain.  As  leader  and 
spokesman  of  the  Six,  France  could  carry  weight  in  the  coimcils  of  the 
West  at  least  equal  to  that  of  Britain.  The  free  trade  area  would  not 
^^  help  her  to  do  this ;  it  could  only  hinder  her.  Hence  de  Gaulle  apphed 
the  French  veto.-far  political  rather  than  economic  reasons. 


TKis  veto  came  as  a  shockToBritain.  Public  opinion  had  been  quite 
unprepared  for  failure.  It  had  indeed  only  just  acclimatised  itself  to  the 
idea  that  free  trade  w^ith  Europe  would  be  a  good  thing.  A  numbed 
pause  followed.  Then  Britain  proceeded  to  set  up  her  free  trade  area 
together  with  six  other  European  states  who,  like  her,  had  been  con- 
cerned in  the  abortive  negotiations  with  the  Six.  The  Treaty  of  Stock- 
holm of  July  1959  provided  for  the  establishment  of  a  free  trade 
association  (EFTA)  between  Britain,  Sweden,  Norway,  Denmark, 
Switzerland,  Austria  and  Portugal — a  group  which  came  to  be  known 
as  the  'Outer  Seven',  in  contrast  to  the  'Inner  Six'  of  Little  Europe. 
Finland  later  became  an  EFTA  associate.  The  three  Scandinavian  states 
had  followed  Britain's  lead  consistently  since  1945.  Switzerland  could 
not  join  the  Common  Market  because  of  her  traditional  commitment 
to  neutraUty,  Austria  because  the  Russians  would  have  regarded  it  as 
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an  infringement  of  the  neutral  status  imposed  on  her  by  the  peace 
treaty.  Portugal  had  never  considered  membership  of  the  Common 
Market,  and  remained  something  of  an  odd  man  out  in  the  new  free 
trade  association. 

EFTA  has  not  proved  one  of  the  happiest  inspirations  of  British  '  0 
postwar  diplomacy.  If  it  was  intended  as  a  rival  to  the  Six,  the  contest  ^j^ 
was  unequal  from  the  start.  The  Seven  lacked  the  geographical  ajid^  ' 
political  unity  ofthe  Six.  Apart  from  Britam,  altwere  small  countries, 
with  a  combined  population  less  than  a  quarter  that  oi  the  SixT  Their 
rates  of  growth  were  on  average  a  good  deal  less  than  those  ofthe  Six. 
Moreover,  the  three  Scandinavian  states  and  Switzerland  were  in  any 
case  low-tariff  countries,  so  that  the  scope  for  increasing  trade  by 
cutting  these  tariffs  even  further  was  hmited.  Though  it  worked 
smoothly  enough  in  a  modest  way,  the  EFTA  never  began  to  fire  the 
imagination  or  arouse  the  enthusiasm  of  its  peoples  as  the  more  ambi- 
tious Community  ofthe  Six  did.  Nobody  could  feel  a  passionate  sense 
of  loyalty  to  'Efta'.  British  exporters  considered  it  from  the  start  a  poor 
exchange  for  the  threatened  loss  of  trade  in  the  Common  Market.  In 
i960  and  1961  British  exports  were  still  rising  faster  to  the  Six  than 
they  were  to  the  Seven  in  absolute  terms,  though  the  proportional 
increase  was  less — some  32  per  cent  against  a  40  per  cent  rise  to  'Efta'. 
Moreover,  trade  between  the  Six  and  the  Seven  not  only  remained 
greater  than  trade  among  the  Seven  themselves,  but  it  actually  con- 
tinued to  grow  at  a  shghtly  faster  rate.  Paradoxically,  in  fact,  the  chief 
achievement  ofthe  EFTA  was  to  demonstrate  the  strength  and  vitality 
ofthe  Common  Market.  When  the  British  Government  fmally  decided 
to  take  the  plunge  and  apply  for  membership  ofthe  EEC,  'Efta'  was  to 
prove  an  embarrassing  compHcation,  like  the  Commonwealth  but  less 
important — a  secondary  albatross  which  the  Ancient  Mariner  had 
fastened  round  his  own  neck  in  a  fit  of  pique. 

BRITAIN   MAKES   UP  HER  MIND 

1959  was,  like  1954,  a  boom  year  in  Britain,  and  the  effects  ofthe  break- 
down ofthe  free  trade  area  talks  were  hardly  felt  at  all  outside  White- 
hall. In  the  election  that  autumn  relations  with  Europe  were  hardly 
mentioned,  except  by  the  'European'  but  still  tiny  Liberal  Party.  But 
in  i960  the  tide  turned  decisively.  As  in  1955,  the  boom  petered  out  as 
exports  weakened  and  the  pound  once  more  came  under  pressure. 
Once  again  the  vision  of  steady  economic  expansion  had  proved  a 
mirage,  and  once  again  the  painful  contrast  between  a  stagnant  Britain 
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and  a  dynamic  Continent  presented  itself.  The  problem  of  economic 
growth  began  to  assume  central  importance  in  British  official 
thinking. 

Nor  was  this  just  an  econoiTiic  problem.  For  with  the  collapse  of  the 
free  trade  area  and  the  growing  cohesion  of  the  Six,  signs  of  a  shift  of 
power  in  Europe  began  to  multiply.  The  prospect  of  Britain  dwindling 
to  the  status  of  an  offshore  island  besides  a  new  Continental  super-power 
began  to  seem  alarmingly  close.  The  EFT  A  cut  no  ice  in  the  world ;  the 
Commonwealth  was  increasingly  losing  cohesion,  and  increasingly 
unwilling  to  accept  British  leadership  automatically.  Britain's  defence 
programme  was  running  into  growing  difficulties ;  British  diplomacy 
suffered  a  defeat  with  the  collapse  of  the  Paris  'Summit'  conference  in 
the  summer  of  i960.  It  was  in  Washington  that  this  shift  of  power 
registered  itself  most  clearly  and  ominously,  particularly  when  Mr. 
Macmillan  visited  the  U.S.  in  April  1960  and  came  under  U.S.  pressure 
to  'get  into  Europe'.  Throughout  1959  and  i960  there  were  growing 
signs  that  the  U.S.  now  regarded  the  Six  as  the  most  important  ally  in 
the  cold  war,  and  that  if  forced  to  choose  between  Britain  and  the  Six 
she  would  back  the  Six.  Britain  had  lost,  in  other  words,  her  former 
position  of  'special  access'  to  Washington.  With  the  replacement  of 
President  Eisenhower  in  the  White  House  by  President  Kennedy,  this 
change  became  more  and  more  apparent. 

In  part  this  reflected  a  shrewd  U.S.  assessment  of  the  change  in  the 
actual  balance  of  power  in  Europe,  in  part  American  infatuation  with 
the  idea  of  a  'United  States  of  Europe'.  The  Americans  had  from  the 
first  been  enthusiastic  advocates  of  the  European  movement.  Arguing 
from  the  analogy  of  their  own  history,  they  beHeved  that  only  union 
would  make  Europe  strong  again.  A  strong  Europe  would  be  able  to 
dispense  with  American  aid,  and  eventually  with  American  troops.  It 
would  not  only  act  as  a  bulwark  against  the  spread  of  Soviet  Com- 
munism, but  would  help  to  share  the  U.S.  burden  of  distributing  aid 
to  the  under-developed  countries  of  the  world.  A  united  Europe  could 
prove  the  partner  for  whom  the  Americans  had  been  looking  since  the 
end  of  the  war,  and  fill  the  role  which  Britain  had  proved  too  weak 
to  sustain. 

The  difficulties  of  uniting  the  countries  of  Europe,  with  their  differ- 
ent languages,  cultures,  traditions  and  circumstances,  were  grossly 
under-estimated  on  the  other  side  of  the  Atlantic.  In  particular,  the 
Americans  could  never  really  understand  why  the  British — geographic- 
ally an  indisputable  part  of  Europe — would  not  throw  in  their  lot  with 
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the  Continent  and  give  it  the  leadership  it  needed.  The  Commonwealth 
as  an  institution  was  never  really  understood  in  the  U.S.  Consequently 
after  the  free  trade  area  talks  broke  down,  and  particularly  after  the 
i960  presidential  election,  Washington  began  to  apply  steady  pressure 
on  London  to  bridge  the  gap  with  the  Six,  even  though  an  all-European 
union  could  have  unpleasant  implications  for  U.S.  exports.^ 

Another  reason  for  American  eagerness  to  see  Britain  *in  Europe' 
was  concern  at  the  increasingly  intransigent  and  nationahst  pohcy 
towards  NATO  followed  by  General  de  Gaulle,  and  the  increasing 
pressure  exerted  by  France  on  her  Common  Market  partners  to  chal- 
lenge the  supremacy  of  the  Anglo-Saxons  in  western  defence.  As  one 
American  diplomat  put  it  to  me :  'We  want  you  guys  in  the  Common 
Market  to  keep  tabs  on  de  Gaulle — and  what's  more,  the  Beneluxers 
and  some  of  the  others  want  you  in  there  for  the  same  reason, 
though  they  daren't  say  so  openly.'  This  was  in  fact  undoubtedly  the 
case. 

The  pressures  pushing  Britain  towards  the  Six  were  therefore 
steadily  growing  throughout  i960  and  the  first  part  of  196 1.  So  far  as 
the  British  people  were  concerned,  these  pressures  were  primarily 
economic.  Free  competition  from  Europe  would  give  our  industry  the 
stimulus  to  efficiency  it  lacked.  More  important,  access  to  the  mass 
market  of  the  Continent  would  provide  our  more  efficient  industries 
with  the  opportunities  to  expand,  to  reap  the  full  benefits  of  mass 
production,  which  neither  the  British  home  market  nor  the  Common- 
wealth could  any  longer  ensure.  If  we  went  into  Europe,  industry 
would  face  the  stick  of  competition  and  the  carrot  of  expansion.  If  we 
stayed  out,  the  tariff  walls  would  eventually  go  up  against  us,  and  there 
would  be  no  carrot — only  a  slow  decline  into  insignificance. 
t^  This  at  any  rate  was  the  growing  feeling  in  industry — and  it  was 
/  industry  more  than  any  other  section  of  the  community  which  im- 
»  pelled  Britain  towards  the  Common  Market  after  1959.  Of  course, 
industry's  enthusiasm  for  Europe — which  was  by  no  means  universally 
shared — was  far  from  fully  rational.  In  part,  it  represented  an  almost 
mystical  behef  that  the  capacity  for  growth  of  the  Common  Market 
countries  would  somehow  'rub  off'  on  us  by  the  simple  act  of  joining. 
In  part,  it  sprang  from  an  overwhelming  sense  of  frustration  and 
despair,  and  a  feeling  that  the  necessary  measures  to  put  British  industry 
on  its  feet  would  not  be  taken  so  long  as  Britain  remained  isolated, 
because  the  Government  lacked  the  inteUigence  or  the  courage  to  take 
^  This  question  is  dealt  with  in  Part  HI,  pp.  234-239. 
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them.  This  was  the  frame  of  mind  which  the  New  Statesman  aptly 
described  as  'collapsing  into  the  Common  Market'. 

These  attitudes  were  widely  shared  in  the  Government  itself,  in 
Whitehall  and  Westminster,  and  in  public  opinion  at  large.  Britain,  it 
was  felt,  had  somehow  lost  her  national  sense  of  direction,  and  was 
.  floundering  about  without  a  sense  of  purpose.  Joining  Europe  seemed 
^  the  only  obvious  way  of  regaining  it.  Of  course,  this  beHef  by  no 
means  commanded  universal  acceptance.  Powerful  vested  interests — in 
agriculture,  in  industry,  in  the  trade  unions,  most  of  aU  in  the  Com- 
monwealth— opposed  it.  Many  people  on  both  sides  of  the  poKtical 
fence  argued  equally  passionately  against  it,  on  grounds  of  general 
principle.  Many  people  on  the  Left  hated  the  idea  of  entering  a  bloc 
dominated  by  men  like  General  de  Gaulle  and  Dr.  Adenauer,  and 
regarded  the  Common  Market  as  a  profoundly  reactionary,  anti- 
Sociahst  institution.  Others  thought  that  to  enter  an  entirely  European 
grouping  would  be  to  surrender  Britain's  freedom  of  foreign  poHcy — 
that  it  would  lessen  the  chances  of  reducing  world  tension,  and  would 
involve  a  betrayal  of  Britain's  responsibilities  not  only  to  the  Common- 
wealth but  to  the  Afro-Asian  world  as  a  whole.  High-minded  though 
these  arguments  were,  the  assumption  that  Britain  had  a  special,  imique 
mediatory  role  to  play  in  the  world  reflected  an  exaggerated  view  of 
the  extent  of  British  power  in  the  world  of  the  1960s. 

Other  people,  particularly  on  the  pohtical  Right,  strongly  disliked 
the  idea  of  merging  British  sovereignty  in  a  supra-national  organisa- 
tion. 'Taking  orders  from  foreigners'  was  a  repellent  prospect  for  a 
true-bom  EngHshman.  Once  again,  nostalgia  for  past  greatness  played 
a  big  part  here.  (In  fact  the  pohtical  impHcations  of  joining  the  Com- 
mon Market  were  consistently  played  down  by  the  Government  once 
it  had  decided  to  join,  presumably  for  fear  of  arousing  chauvinist 
passions.  The  project  was  presented  to  the  British  public  essentially  as 
an  economic  exercise,  so  that  the  question  of  sovereignty  was  never 
properly  debated.) 

The  biggest  problem,  of  course,  was  the  Commonwealth.  The  other 
Commonwealth  coimtries  had  approved  of  the  British  proposal  for  a 
free  trade  area  with  Europe,  since  this  would  involve  no  breach  in  the 
close  ties  between  Britain  and  them.  But  the  Common  Market  was  a 
very  different  proposition.  However  much  the  issue  might  be  fudged 
or  disguised,  in  joining  the  Common  Market  Britain  would  be  making 
a  straight  choice  between  Europe  and  the  Commonwealth  in  favour  of 
the  former.  Unless  special  concessions  could  be  negotiated.  Common- 
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wealth  goods  would  no  longer  enjoy  tariff  preferences  in  British 
markets.  The  common  external  tariff  would  apply  to  them  just  as  it 
would  to  all  other  non-Common  Market  countries.  The  economic  and 
pohtical  Hnks  which  had  formerly  united  the  Commonwealth  would 
be  weakened  if  not  broken.  In  some  cases  Commonwealth  products 
would  actually  be  discriminated  against  in  the  British  market  compared 
to  products  from  Continental  countries,  or — even  worse — products 
from  former  French  colonies  for  whom  France  had  negotiated  special 
terms  of  access  to  the  Common  Market.  Inevitably  this  prospect 
aroused  strong  passions  in  the  Commonwealth,  many  of  whose  mem- 
bers rehed  heavily  on  Britain  as  a  market  for  their  goods.  And  the 
Commonwealth  did  not  lack  champions  in  Britain  herself,  at  both  ends 
of  the  pohtical  spectrum. 

The  debate  which  ensued  in  Britain  was  therefore  intense,  agonised 
and  confused.  For  a  long  time  the  Government  hesitated.  For  one 
thing,  relations  with  France  had  deteriorated  so  far  with  the  free  trade 
area  debacle  that  it  was  by  no  means  clear  that  France  would  not  simply 
blackball  any  British  attempt  to  join  the  Common  Market.  At  all  costs 
such  a  rebuff  must  be  avoided. 

In  i960  and  the  early  part  of  1961,  therefore,  a  whole  series  of  feelers 
emanated  from  London  to  the  Continent,  designed  to  edge  Britain 
closer  to  the  Six  and  to  convince  France  of  her  bona  fides}  Some  of  these 
overtures  were  private,  some  pubhc.  The  pubhc  overtures  included 
offers  to  share  Britain's  trade  preferences  in  Commonwealth  markets 
with  the  Six,  proposals  for  pooling  work  on  aircraft  development  and 
space  exploration,  suggestions  that  Britain  might  negotiate  a  customs 
union  with  the  Six,  and  finally  offers  to  join  the  two  smaller  European 
Communities,  Euratom  (where  Britain  would  be  able  to  contribute  a 
good  deal  of  technical  know-how)  and  the  ECSC. 

With  each  new  suggestion,Britain  was  moving  nearer  to  the  inevit- 
able fmal  step.  Having  privately  ascertained  that  a  French  blackball 
need  not  be  feared,  and  after  a  whirlwind  but  inconclusive  round  of 

^  Historians  may  note  as  one  of  the  decisive  turning  points  the  transfer  of  Mr. 
Selwyn  Lloyd  from  the  Foreign  Office  to  the  Treasury  in  July  i960.  From  then 
on  the  conduct  of  negotiations  with  the  Six  was  taken  firmly  out  of  the  hands  of 
the  Board  of  Trade — which  remained,  however,  by  an  unfortunate  arrangement 
responsible  for  dealings  with  'Efta' — and  placed  under  the  Treasury  and  Foreign 
Office,  both  of  which  were  and  are  a  good  deal  more  'European'  in  their  thinking. 
At  the  same  time  the  issue  of  European  integration  ceased  to  be  treated  in  White- 
hall in  primarily  commercial  terms — as  it  had  been  during  the  free  trade  area 
talks — and  became  recognised  for  the  fundamentally  political  question  which  it  is. 
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consultations  with  the  Commonwealth  and  EFTA,  the  British  Govern- 
ment finally  took  the  plimge.  On  July  31st,  1961,  Mr.  Macmillan 
announced  in  the  House  of  Commons  that  Britain  was  entering  into 
negotiations  with  the  Six  to  see  if  she  could  join  the  Common  Market 
as  a  fuU  member.  The  Prime  Minister  insisted  that  no  final  decision  had 
yet  been  taken,  that  Britain  would  only  join  if  she  could  obtain  satis- 
factory terms  on  agriculture,  on  the  Commonwealth  and  EFTA,  and 
on  other  matters.  At  the  same  time  it  was  plain  that  Britain's  bargaining 
position  was  desperately  weak,  that  the  Government  was  determined 
to  get  into  the  Common  Market  if  it  conceivably  could,  and  that 
it  would  regard  failure  to  get  in  as  a  catastrophic  defeat  for  this 
country. 

As  these  words  are  being  written,  the  negotiations  on  Britain's  entry 
in  Brussels  are  nearing  their  chmax,  and  a  decision  of  some  sort  seems 
hkely  by  September  1962,  when  the  Commonwealth  prime  ministers 
are  to  meet.  Meanwhile  the  debate  on  whether  or  not  Britain  should 
join,  and  if  so  on  what  terms,  goes  on — not  only  in  this  country,  but 
in  the  Commonwealth  and  among  the  Outer  Seven,  as  well  as  among 
the  Six  themselves.  This  is  not  the  place  to  go  into  the  details  of  this 
debate,  or  to  speculate  on  the  possible  terms  of  agreement.  In  Part  III 
of  tliis  book  I  shall  try  to  sketch  out  the  probable  consequences  of 
Britain's  joining  the  Six,  what  it  will  mean  to  the  people  not  only  of 
this  country  but  elsewhere.  I  shall  suggest  long-term  solutions  for  the 
particular  problems  which  have  been  mentioned  above  as  obstacles  to 
British  entry.  I  will  consider  not  only  how  membership  of  the  Com- 
mon Market  will  change  Britain,  but  how  and  where  Britain  as  a 
member  should  seek  to  change  the  Common  Market.  I  v^ll  not  con- 
sider the  imphcations  of  a  failure  of  the  negotiations,  because  I  beheve 
— ^and  this  chapter,  I  think,  explains  why — that  the  tides  of  history  are 
inexorably  pulhng  Britain  into  closer  association  with  Europe.  If  this 
round  of  negotiations  fails,  there  will  inevitably  at  some  future  date  be 
others  that  will  succeed.  I  hope,  however,  that  this  time  we  have  come 
to  the  end  of  the  process  whereby  in  her  deahngs  with  the  Six  Britain 
is  doomed  to  go  on  offering  more  and  more  for  less  and  less,  because 
of  her  unwillingness  to  offer  the  right  price  at  the  right  tinie.  Jean 
Monnet  once  remarked  that  the  British  are  slow  to  recognise  an  idea, 
quick  to  recognise  a  fact.  They  would  not  accept  association  with 
Europe  when  it  was  an  idea;  now  that  it  is  a  fact,  they  are  ready,  in  my 
opinion,  to  pay  whatever  price  is  necessary  to  associate  with  it. 

One  fact  which  people  in  Britain  have  been  slow  to  recognise  is  that 
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the  European  Economic  Community  is  not  a  fixed  entity,  but  an 
organism  in  process  of  evolution.  This  is  an  argument  for  joining  it 
now,  rather  than  later — because  the  sooner  we  join  it,  the  better  we 
can  influence  its  development.  But  before  we  can  assess  not  only  how 
it  will  affect  us,  but  how  ii>e  can  affect  it,  we  must  first  understand  what 
it  is  and  how  it  works.  That  is  the  subject  of  Part  II  of  this  book. 
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The  Institutional  Framework 

For  all  the  polemics  of  which  it  has  formed  the  subject,  there  is  still 
no  clear  image  in  the  British  mind  of  what  the  Common  Market  really 
is.  To  some  it  is  merely  shorthand  for  'the  Six',  the  countries  who  have 
committed  themselves  to  the  economic  integration  of  'httle  Europe' ; 
to  others  it  conjures  up  the  mushrooming  institutional  apparatus  in 
Brussels  under  the  leadership  of  that  slightly  mysterious  figure, 
Professor  Hallstein;  and  to  others  again  it  is  a  complex  commercial  and 
economic  scheme  from  which  Britain  chose  to  stand  aloof  but  which 
has  now  proved  so  successful  that  she  must  apply  to  join. 

Taken  literally  the  term  would  mean  a  market  in  which  everyone 
took  part  without  distinction;  and  this  is  in  a  sense  exactly  what  the 
Common  Market  countries  have  set  as  their  goal.  The  most  immediate 
objective  of  the  Treaty  of  Rome  is  the  removal  of  trade  barriers  so 
that  anyone  in  the  Six  countries  can  trade  with  anyone  else  imhindered 
by  restrictions  resulting  from  his  nationality. 

Such  a  description,  on  the  other  hand,  is  very  far  from  adequate.  The 
plan  which  started  to  be  applied  in  1958  is  far  more  ambitious.  True, 
even  abohshing  customs  duties  may  mean  far  more  to  a  Belgian  or  a 
Dutchman,  who  has  only  to  drive  for  a  few  hours  to  come  up  against 
a  frontier  running  for  no  good  reason  through  the  countryside,  than 
to  the  Englishman,  for  whom  customs  formalities  are  no  more  than 
the  irritating  accompaniment  to  the  physical  fact  of  crossing  the 
Channel:  but  for  the  Six  it  is  only  the  first  step.  Their  fmal  aim,  to  be 
achieved  progressively  in  twelve  years  (or  probably  even  less)  is  to 
merge  the  economies  of  their  six  countries  into  one. 

It  is  a  difficult  and  complex  process:  the  mass  of  restrictions  on 
foreigners  and  foreign  goods  which  have  grown  up  over  the  centuries 
must  be  dismantled  and  removed,  the  differences  between  six  sets  of 
economic  legislation  ironed  out,  and  six  different  national  pohcies 
brought  gradually  into  hne.  By  the  end  of  it  the  whole  area  of  the 
European  Economic  Community  will  be  as  open  to  the  businessman, 
the  trader  or  the  consumer  as  his  own  coimtry  is  at  present.  For  the 
manufacturer  it  means  a  potential  market  of  160  milhon  people  instead 
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of  eight  or  nine  or  fifty  million  at  the  most.  For  the  worker  or  the 
professional  man  it  means  the  chance  to  work  or  practise  wherever 
his  services  are  in  demand.  Not  least,  it  means  for  the  consumer  the 
chance  to  buy  the  best  and  cheapest  products  throughout  the  area. 

All  this  is  a  sweeping  change  to  carry  out  in  httle  more  than  one 
decade,  and  though  the  terms  of  the  Treaty  of  Rome  are  strictly  hmited 
to  social  and  economic  matters — customs  duties,  farm  policy,  or  equal 
pay — the  repercussions  of  its  apphcation  cannot  fail  to  penetrate  much 
further.  Besides  increasing  hving  standards  the  Common  Market  will 
bring  changes  too  in  outlooks  and  in  attitudes.  Not  only  the  business- 
men but  those  in  many  other  walks  of  life  will  be  affected  by  it;  and, 
not  least,  the  role  and  importance  of  the  national  governments  wiU 
undergo  a  change  in  relation  to  the  unit  as  a  whole. 

Nor  are  such  far-reaching  effects  coincidental.  They  were  foreseen 
when  the  Treaty  was  signed — foreseen  by  the  ideahsts  who  conceived 
it,  by  the  diplomats  and  ministers  who  negotiated  it,  as  well  as  by  the 
Communists  and  nationahsts  who  opposed  it;  and  foreseen  too  by  the 
countries  which  refused  to  join.  There  are  of  course  the  soimdest 
economic  reasons — to  be  measured  in  terms  of  greater  prosperity  and 
stabihty — for  setting  up  an  integrated  Western  European  economy:  in 
the  language  of  economic  theory  it  means  advantages  of  scale,  greater 
specialisation,  lessened  vulnerabihty  to  cyclical  depressions;  in  down- 
to-earth  practical  terms,  cheaper  goods,  higher  wages,  and  stable 
prices.  Yet  the  fact  that  the  Common  Market  is  primarily  an  economic 
undertaking  with  'a  constant  improvement  in  living  and  working 
conditions'  set  out  in  the  Treaty's  preamble  as  its  essential  aim,  is  due 
as  we  have  seen  largely  to  historical  reasons.  The  men  who  thought  it 
up  may  have  been  idealists,  but  they  were  also  pohtical  realists.  After 
the  success  of  ECSC  and  the  failure  of  the  Defence  Community  they 
saw  that  the  foundations  of  political  unity  must  be  laid  in  the  economic 
sphere,  where  integration  would  mean  no  dramatic  surrender  of 
sovereignty  but  only  a  gradual  and  inconspicuous  levelling  of  barriers 
whilst  the  six  economies  became  inextricably  inter-dependent.  Thus 
the  traditional  divisions  would  be  sapped  by  a  sense  of  common 
material  and  economic  interest,  and  the  economic  centre  of  gravity 
would  move  imperceptibly  from  the  national  to  the  Common  Market 
level. 

BLUE-PRINT   FOR   INTEGRATION 

It  took  the  Six  countries  nearly  two  years  to  draw  up  the  Treaty  of 
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Rome,  which  in  view  of  its  scope  and  impHcations  is  hardly  surprising. 
After  the  Messina  meeting,  mentioned  in  Part  I,  at  which  the  general 
principles  were  agreed,  there  followed  months  of  hard  bargaining,  at 
Val  Duchesse  near  Brussels,  by  a  committee  of  diplomats  and  leading 
civil  servants  under  the  brilliant  and  untiring  chairmanship  of  the 
Belgian  Foreign  Minister  Paul-Henri  Spaak.  Even  when  the  Ministers 
had  taken  their  decisions,  more  long  months  were  needed  to  put  them 
into  due  legal  form. 

The  result,  the  Treaty  signed  at  Rome  on  March  25th,  1957,  can 
best  be  thought  of  as  a  blue-print  for  economic  integration.  It  defmes 
objectives,  indicates  methods,  and  sets  up  institutions:  but  translating 
it  into  practical  measures  requires  the  same  continual  process  of  nego- 
tiation, of  hard- won  compromise  and  concession  exchanged  for  con- 
cession, by  which  it  was  drawn  up.  Signing  the  Rome  Treaty  changed 
nothing:  it  merely  touched  off  the  process  from  which  a  new  structure 
will  gradually  emerge,  taking  shape  at  the  hands  of  the  governments 
and  the  institutions  with  the  Treaty  serving  as  a  sort  of  master  plan. 

The  Treaty  itself  embodies  no  pohtical  or  economic  doctrine.  The 
theory  which  underHes  it  is  that  the  merging  of  the  six  economies  will 
make  for  more  rapid  and  more  stable  economic  progress;  and  that  in 
the  enlarged  economy,  free  and  fair  competition  has  to  be  ensured. 
Since  the  Six  countries  all  have  to  varying  extents  free  enterprise 
economies,  the  merging  of  them  yields  a  free  enterprise  Community: 
but  the  Treaty  and  its  implementation  are  the  work  of  economists  and 
pohticians  of  every  shade  of  opinion,  and  nothing  in  the  Treaty  is 
opposed  to  planning  at  the  national  or  the  supra-national  level. 

The  creation  of  the  Common  Market  is  a  carefully  balanced  process. 
The  Treaty  itself  reflects  a  skilful  equihbrium  of  national  interests;  and 
the  twelve-year  transition  period  is  divided  into  four-year  stages,  at 
the  end  of  which  due  all-roimd  progress  must  have  been  achieved 
before  the  measures  planned  for  the  next  stage  can  begin.  Progress  in 
one  sector  cannot  be  allowed  to  outstrip  that  in  others  lest  one  member 
country  gain  greater  advantages  or  make  bigger  sacrifices  than  another. 

THE   MACHINERY  AND   HOW  IT  WORKS 

In  the  long  run  the  fmal  objectives  of  the  Common  Market  are  what 
matter  most:  but  the  details  of  how  they  are  to  be  achieved,  and  their 
immediate  effects,  depend  upon  a  never-ceasing  process  of  compro- 
mise, discussion,  consultation  and  conciliation.  As  a  full  member 
Britain  too  will  take  part  in  this  process,  at  every  level  and  at  every 
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stage.  The  way  the  institutional  machinery  works,  and  the  balance 
between  the  different  bodies  as  revealed  in  practice  in  the  last  four 
years,  are  thus  of  the  greatest  interest  from  the  British  point  of  view. 

To  try  to  understand  the  Common  Market  institutions  in  terms  of 
the  British  institutional  system  would  be  fatally  misleading:  for  what 
is  called  the  Parhament  has  no  power  to  legislate;  the  EEC  Commission 
— which  might  appear  to  be  the  Cabinet — drafts  legislation  but  can 
take  no  major  decisions;  and  the  decision-making  body  (the  Council 
of  Ministers)  is  responsible  to  no  one.  The  machinery  can  only  be 
understood  in  relation  to  the  tasks  it  was  created  to  perform:  namely, 
applying  the  Treaty  as  eifectively  as  possible,  and,  in  order  to  do  so, 
reconcihng  conflicting  national  and  sectional  interests  with  those  of  the 
Community  as  a  whole. 

When  the  Rome  Treaty  was  drafted  there  was  already  a  model  in 
existence  which  had  successfully  passed  its  trials:  the  Coal  and  Steel 
Community.  There,  with  only  two  economic  sectors  involved,  the 
High  Authority  stood  for  the  'Community  interest'  and  was  given 
certain  'supranational'  powers — above  all  the  right  to  take  executive 
decisions — whilst  the  Council  of  Ministers  was  conceived  of  as  being 
primarily  a  link  between  the  Community  and  the  governments.  In  the 
Common  Market  on  the  other  hand,  with  the  whole  national  economy 
involved,  the  governments  would  not  give  up  their  powers  of  decision 
to  a  supranational  body.  Hence  the  compromise:  the  Commission  is 
the  'guardian  of  the  Treaty',  charged  with  ensuring  that  it  is  fully  and 
fairly  applied;  but  the  necessary  decisions  must  be  taken  by  the  Council 
of  Ministers.  An  Economic  and  Social  Committee  which  the  Coimcil 
must  consult  ensures  that  the  views  of  the  various  economic  sectors 
are  never  neglected,  and  a  parhamentary  Assembly  guarantees  at  least 
a  semblance  of  democratic  control.  Any  dispute  about  the  correct 
interpretation  of  the  Treaty  is  subject  to  appeal  before  a  Court  of 
Justice. 

To  obtain  some  clear  idea  of  what  the  various  Common  Market 
institutions  do,  and  what  the  relationships  between  them  are,  let  us 
trace  the  progress  of  a  measure  through  the  machinery — one  of  the 
steady  stream  of  measures  by  which  the  sparse,  dry  legal  phrases  of  the 
Treaty  are  translated  into  practical  steps  affecting  economic  conditions 
in  the  member  countries.  Even  when  simplified  the  description  is  a 
long  one,  but  it  wiU  at  least  reflect  how  long  and  complex  is  the  process 
itself.  It  may  take  a  year  or  eighteen  months  or  more,  and  involve 
innumerable  meetings,  countless  memoranda,  and  a  mass  of  first  drafts, 
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amendments  and  reports  before  a  final  text  emerges  which  all  the 
member  countries  must  apply. 

THE   COMMISSION 

The  process  is  set  in  motion  by  the  European  Economic  Commission 
in  Brussels.  Upon  these  nine  men,  who  swear  an  oath  on  taking  office 
to  maintain  full  independence  and  serve  only  the  interests  of  the  Com- 
munity, lies  the  responsibility  for  ensuring  that  the  Rome  Treaty  is 
apphed.  Most  of  the  present  members  were  national  civil  servants  or 
diplomats ;  two  of  them  are  former  national  ministers.  Like  the  mem- 
bers of  a  Cabinet,  each  is  in  charge  of  one  particular  field  of  activity — 
the  internal  market,  transport,  external  relations,  agriculture  .  .  . — but 
the  Commission  is  collectively  responsible  for  its  actions.  It  has  under 
it  a  formidable  and  ever-growing  administrative  apparatus,  employing 
altogether  some  three  thousand  people  from  the  six  countries,  several 
hundred  of  them  at  a  level  corresponding  to  the  Administrative  Grade 
in  a  national  civil  service.  In  some  ways,  indeed,  the  Commission  seems 
very  Httle  different  from  a  national  Civil  Service,  though  one  where  all 
official  documents  appear  in  four  languages.  Quite  a  large  proportion 
of  the  Commission's  staff  are  in  fact  former  civil  servants,  as  was  indeed 
inevitable  if  a  sufficient  number  of  qualified  persons  was  to  be  foimd 
at  once  when  the  Common  Market  was  set  up  (and  here  there  is  a 
contrast  with  the  ECSC  High  Authority  in  Luxembourg,  which 
recruited  a  far  higher  proportion  of  its  staff  direct,  and  thus  had  from  the 
start  a  more  'European'  and  dedicated  atmosphere).  The  allegiance  of 
the  Commission's  staff  is  to  the  Community,  however,  and  even  those 
who  return  later  to  their  national  administrations  or  to  industry  do  so 
with  a  wider  outlook  transcending  merely  national  interests.  One 
major  difference  from  a  national  civil  service  lies  in  the  fact  that  by  far 
the  largest  part  of  the  work  done  is  on  preparing  legislation,  rather  than 
administering  it;  and  though  this  may  change  later,  for  the  moment 
the  Commission's  role  is  pre-eininendy  a  creative  one.  When  the  time 
comes  to  put  a  given  clause  of  the  Treaty  into  effect — the  one  providing 
for  free  movement  of  workers,  to  take  a  concrete  example — the  first 
step  is  for  the  EEC  Commission  to  agree  on  the  general  principles 
involved.  Then  the  Department  concerned  consults  all  those  whom  the 
measure  will  affect:  the  government  departments  of  the  Six  countries, 
employers'  and  workers'  organisations  and  other  bodies  with  a  direct 
interest.  In  collaboration  with  the  national  experts  it  goes  over  every 
aspect  of  the  situation  in  the  member  countries  and  the  problems  to  be 
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solved.  Then  a  first  draft  is  established,  taking  into  account  as  far  as 
possible  national  views,  but  sticking  firmly  to  the  way  the  Commission 
has  decided  the  Treaty  is  to  be  interpreted.  Next  follows  a  long  process 
of  negotiation  with  national  representatives  in  an  attempt  to  estabhsh 
a  text  on  which  all  member  countries  agree.  At  last  the  Commission 
makes  its  own  choice  on  the  points  that  remain  at  issue,  and  draws  up 
a  formal  proposal  to  the  Council,  whose  task  it  is  to  take  the  decision 
bringing  it  into  effect. 

This  process  of  continual  consultation  of  national  experts  is  a  basic 
feature  of  the  way  the  Common  Market  works.  What  the  Commission 
is  trying  to  do  is  not  to  impose  a  solution  on  the  member  countries  but 
to  work  out  measures  which  they  can  all  accept.  The  'Community' 
interest  is  not  something  apart  but  a  compromise  between  the  interests 
of  the  members.  Moreover  it  is  only  the  national  civil  servants  who 
have  in  most  cases  the  necessary  knowledge  and  experience  to  help 
work  out  what  amounts  to  detailed  legislation — and  it  is  they  who  vdU 
have  to  apply  it. 

Before  the  Council  of  Ministers  can  take  its  decision  on  the  reglement 
or  set  of  Regulations  which  is  now  before  it,  it  must  consult  two  other 
bodies:  the  European  Parliament,  and  the  Economic  and  Social  Com- 
mittee. 

THE  PHANTOM  PARLIAMENT 

In  1952  the  Common  Assembly  was  set  up,  consisting  of  71  M.P.s 
from  the  Six  countries,  to  provide  parliamentary  control  over  the 
affairs  of  the  Coal  and  Steel  Community.  In  1958  its  numbers  were 
doubled  and  it  became  the  European  Parliamentary  Assembly,  debating 
the  affairs  of  all  three  Communities — the  Common  Market  and 
Euratom  as  well  as  ECSC:  and  in  March  1962  the  Assembly  officially 
decided  to  call  itself  the  European  Parliament.  In  fact  however  it  lacks 
for  the  moment  most  of  the  essential  characteristics  of  a  genuine  parHa- 
ment.  Its  members  are  not  directly  elected,  but  are  delegates  from  their 
national  Parliaments  (which  has  enabled  the  Communists  and  right- 
wing  extremists  to  be  excluded  by  tacit  agreement);  they  must  thus 
find  time  for  the  six  or  seven  sessions  a  year  which  the  European 
Parliament  holds  in  Strasbourg,  as  well  as  for  frequent  committee 
meetings,  over  and  above  their  work  in  their  national  Assemblies. 
Secondly,  the  Parliament  has  no  legislative  powers :  it  merely  gives  its 
'Opinion'  on  the  measures  which  the  Common  Market  Commission 
has  presented  to  the  Council. 
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The  procedure  when  a  reglcment  is  submitted  by  the  Council  is  for  it 
to  be  exainined  first  by  one  of  the  parhamentary  Committees.  There 
are  thirteen  of  these  in  all,  covering  the  various  activities  of  the  three 
Communities.  After  a  first  reading  and  discussion,  often  with  a  member 
of  the  EEC  Commission  attending  in  person  to  present  and  explain  the 
text,  a  rapporteur  is  appointed  to  draft  the  report  which,  once  approved 
by  the  Committee,  will  form  the  object  of  a  full-scale  debate  by  the 
Parliament  in  plenary  session,  ending  with  a  vote  on  the  'Opinion'  for 
the  Council.  Although  it  usually  backs  the  Commission's  proposals, 
the  Parliament  goes  over  each  measure  in  great  detail,  and  often 
suggests  amendments  or  improvements.  As  far  as  possible  the  Com- 
mission tends  to  make  the  changes  which  the  Parhament  has  suggested, 
but  neither  it  nor  the  Council  is  obhged  to  take  any  action  on  them. 
On  other  occasions,  without  waiting  to  be  consulted,  the  Parhament 
draws  up  reports  and  votes  resolutions  calling  on  the  Commission  or 
the  Council  to  take  action. 

In  fact  the  European  Parliament's  influence  in  and  on  the  Common 
Market  is  much  greater  than  might  be  expected  from  its  largely  con- 
sultative role,  or  from  its  ambiguous  position  in  relation  to  the  other 
Community  institutions.  It  does  in  fact  have  the  formal  power  to  make 
the  High  Authority  or  the  Commissions  resign  by  passing  a  vote  of 
censure,  but  it  is  most  unhkely  to  do  so  in  present  circumstances  and 
would  in  any  case  have  no  say  in  replacing  them;  whilst  over  the 
Council  of  Ministers  it  has  no  power  at  all.  Right  from  the  earhest  days 
of  the  Coal  and  Steel  Community,  the  Assembly  was  the  most  out- 
spoken driving  force  towards  European  unity.  It  has  always  refused  to 
limit  itself  to  the  technical  problems  of  the  apphcation  of  the  Treaties, 
and  has  repeatedly  debated  and  made  recommendations  on  the 
general  pohtical  aspects  of  unification.  The  three  Executives  havealways 
been  assured  of  its  moral  support  in  their  dealings  with  the  Governments. 

Despite  the  differences  from  a  national  parliament — above  all  the 
fact  that  there  is  no  division  corresponding  to  that  between  government 
and  opposition — the  proceedings  at  its  sessions  in  the  hemicycle  of  the 
Maison  de  I'Europe  in  Strasbourg  are  always  as  serious  and  sometimes  as 
lively  as  those  in  most  national  Assemblies.  From  the  first  the  members 
have  voted  along  party  rather  than  national  lines,  and  three  groups 
exist:  the  Sociahsts,  the  Christian  Democrats,  and  the  Liberals  and 
affihates.  In  every  debate  these  groups  decide  their  line  of  action  and 
the  Sociahst  group  in  particular  (and  the  others  to  a  growing  extent) 
never  fails  to  appoint  a  spokesman  to  put  forward  its  views  in  detail. 
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It  has  become  the  tradition  for  the  members  of  the  Executives  to  attend 
the  parhamentary  sessions  and  reply  to  the  points  raised  in  the  debate. 
There  is  also  a  steady  flow  of  written  parliamentary  questions  about 
every  possible  aspect  of  the  Commissions'  and  the  High  Authority's 
activities. 

The  Parliament  is  a  deceptive  institution.  Anyone  attending  its 
sessions  and  hearing  the  detailed  technical  debates  or  the  impassioned 
speeches  on  political  integration  may  tend  to  over-estimate  its  import- 
ance. Lacking  the  essential  characteristic  of  a  democratic  parhament — 
direct  contact  with  the  electors — it  remains  a  phantom  assembly;  it 
enacts  the  role  of  a  parliament,  but  it  has  no  powers  and  its  members 
no  constituencies.  In  the  Paris  and  Rome  Treaties,  provision  is  made 
for  it  to  be  directly  elected,  and  this  would  bring  it  to  life  at  once  as 
one  of  the  most  powerful  forces  in  the  Common  Market:  the  implica- 
tions of  such  a  move,  and  the  reasons  it  has  so  far  been  delayed,  we 
shall  look  at  in  a  later  chapter. 

A  REPRESENTATIVE   'SOUNDING-BO ARd' 

At  the  same  time  as  any  measure  is  submitted  to  the  Parliament,  it  also 
goes  before  the  Economic  and  Social  Committee.  A  body  which  has 
no  real  equivalent  in  Britain,  the  Committee  was  set  up  to  ensure  that 
the  various  economic  interests  which  will  be  affected  by  the  Common 
Market  should  have  their  say  in  how  it  is  created.  Of  the  loi  members, 
who  meet  several  times  a  year  in  Brussels,  one  third  come  from  em- 
ployers' organisations  of  various  kinds  throughout  the  Six  countries, 
one  third  from  trade  union  organisations,  and  the  rest  are  representa- 
tives of  'the  general  interest'  and  the  Hberal  professions:  leading 
economists,  lawyers,  atomic  experts  and  so  on.  The  members  of  the 
Committee  are  appointed  by  the  Council  of  Ministers  on  the  basis  of 
alternative  Hsts  submitted  by  the  governments,  which  themselves  con- 
sult the  organisations  to  be  represented.  The  Committee  was  modelled 
on  the  Consultative  Committee  of  workers,  employers  and  consumers 
which  had  operated  successfully  in  the  Coal  and  Steel  Community. 

To  provide  a  sounding-board  for  the  Common  Market  a  body  was 
needed  where  a  railway  workers'  representative  from  Germany  woiJd 
sit  alongside  a  French  industrialist,  a  Dutch  farmer  with  an  Italian 
economist,  to  give  their  views  on  the  effects  of  the  EEC  Commission's 
proposals.  When  opinions  are  divided  in  the  Committee — which  is 
often- — the  divisions  are  less  along  national  lines  than  between  em- 
ployers on  the  one  side  and  workers  on  the  other,  with  die  third  group 
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holding  the  balance  and  often  wary  of  coming  down  on  one  side  or 
the  other. 

As  a  result  the  Committee's  major  role  in  its  first  four  years  has  been 
as  a  forum  for  the  views  of  the  various  sectors,  enabling  the  Commis- 
sion to  estimate  the  reactions  that  its  proposals  have  provoked  through- 
out the  member  countries.  The  actual  'Opinions'  which  the  Com- 
mittee adopts  on  the  measures  before  it  tend  to  reflect  the  diversity  of 
the  views  held  by  its  members,  rather  than  to  contain  a  single  clear-cut 
synthesis.  On  occasions  where  it  is  unanimous,  however,  as  it  may  well 
be  on  technical  amendments  or  proposals,  its  views  inevitably  carry 
considerable  weight,  and  are  likely  to  be  taken  into  account  by  the  EEC 
Commission.  Despite  the  strictly  hmited  role  which  the  Governments 
rather  cautiously  assigned  to  it,  efforts  were  made  during  the  first  four 
years  of  the  Committee's  existence  to  give  it  pubhcity  and  increase  its 
influence.  It  seems  not  unhkely — and  highly  desirable — that  with  the 
development  of  the  Common  Market  it  will  grow  in  importance. 

The  Committee's  working  methods  resemble  very  much  those  of 
the  Parhament.  It  is  divided  into  a  number  of  'speciaHsed  sections* 
containing  those  of  its  members  particularly  interested  in  a  given  field. 
After  a  reglement  has  been  presented  by  the  member  of  the  Common 
Market  Commission  responsible,  it  is  given  a  first  reading  by  the 
relevant  specialised  section,  which  then  works  out  first  and  final  drafts 
of  the  'Opinion'  which  the  Committee,  after  a  debate  in  plenary 
session,  will  adopt.  As  with  the  ParHament,  the  work  is  done  in  the 
greatest  detail  and  the  whole  procedure  may  take  anything  up  to  a  year. 

DECISION  BY   compromise:    THE   COUNCIL   OF  MINISTERS 

At  last  the  measure  whose  course  we  have  been  following  is  officially 
before  the  Council,  accompanied  by  the  detailed  comments  and  sug- 
gestions of  the  Parliament  and  the  Econoinic  and  Social  Committee. 
It  is  up  to  the  Council  to  take  the  decision  which  will  bring  it  into 
effect.  It  is  here,  however,  that  the  toughest  stage  of  all  begins.  Any 
proposal  from  the  Commission  is  bound  to  contain  some  elements  with 
which  some  of  the  member  States  do  not  agree,  and  before  the  final 
decision  can  be  taken  an  attempt  must  be  made  to  reach  a  compromise. 
The  Council  itself  is  composed  of  ministers  from  the  Six  countries — 
usually  the  six  Foreign  Ministers,  although  others  may  join  them  or 
take  their  place  when  their  particular  sector,  such  as  agriculture  or 
transport,  is  under  discussion:  the  debate  on  the  common  agricultural 
poHcy  in  December  1961  and  January  1962  saw  aU  six  Ministers  of 
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Agriculture  present,  as  well  as  most  of  the  Foreign  Ministers  and 
several  Ministers  of  Economic  Affairs — more  than  a  dozen  ministers 
in  aU. 

Before  the  proposal  comes  before  the  ministers,  a  further  attempt  is 
made  to  iron  out  the  differences.  Under  the  auspices  of  the  Council, 
which  has  its  own  Secretariat  in  Brussels,  groups  of  national  experts 
again  go  through  the  Commission's  text,  making  what  concessions 
they  can  on  the  points  at  issue.  Then  the  Permanent  Representatives 
of  the  Six  States,  national  diplomats  who  meet  regularly  in  Brussels  to 
prepare  the  work  of  the  Council,  themselves  engage  in  a  last  careful 
examination  of  the  difficulties.  Once  this  sifting  process  is  complete  the 
only  problems  which  are  put  to  the  ininisters  are  those  where  a  major 
decision,  which  only  the  minister  himself  has  the  authority  to  make,  is 
required  to  grant  the  concessions  needed  for  agreement. 

The  importance  of  the  Council  grows  steadily  as  the  process  of 
creating  the  Common  Market  gets  into  full  swing.  Meetings  are  now 
held  at  least  once  a  month,  and  last  several  days :  the  agenda  grows  in 
length  and  variety  and  may  range  from  detailed  decisions  on  tariff 
quotas  to  crucial  debates  on  the  Commission's  proposals  concerning 
one  or  other  of  the  common  poHcies.  The  most  spectacular  so  far,  the 
session  on  the  common  agricultural  pohcy  and  the  move  to  the  second 
stage  of  the  Common  Market,  lasted  on  and  off  for  three  weeks,  with 
a  total  of  over  150  hours  of  sittings. 

Inevitably  the  fact  of  working  so  closely  together  over  a  period  of 
time  gives  the  ministers  a  genuine  appreciation  of  each  other's  problems 
and  outlook.  There  is  never  any  question  of  measures  being  steam- 
rollered through  against  the  opposition  of  a  member  State :  always  a 
compromise  is  sought.  The  Council  works  closely  v^th  the  Common 
Market  Commission,  whose  members  take  part  in  the  Council  meet- 
ings, and  which  may  be  called  in  to  make  changes  in  its  proposals  to 
accommodate  the  compromises  on  which  the  ministers  are  agreed.  The 
Treaty  incidentally  lays  down  that  even  where  a  majority  decision  is 
possible,  the  Council  cannot  make  amendments  in  the  Commission's 
proposals  without  the  Commission's  agreement,  except  by  unanirnous 
vote. 

Once  the  reglement  has  been  adopted  by  the  Council,  it  acquires  force 
of  law  throughout  the  Community  as  soon  as  the  texts  in  the  four 
official  languages  are  pubUshed.  The  next  move  then  lies  with  the 
Commission.  In  most  cases  the  reglements  give  only  a  general  outline 
of  how  the  Treaty  is  to  be  applied,  and  the  Commission  proceeds  to 
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draw  up  detailed  directives  for  their  implementation:  these  too  have  to 
be  approved  by  the  Council.  Once  they  have  come  into  effect  it  is  up 
to  the  Commission  to  ensure  that  they  are  appHed  by  the  member 
States.  Should  it  discover  an  infringement  of  the  Treaty  or  of  the 
Council's  decisions,  there  are  a  series  of  steps  which  it  can  take :  first  a 
letter  to  the  State  concerned  asking  for  an  explanation;  then  a  'moti- 
vated opinion'  calling  on  it  to  put  an  end  to  the  infringement;  and  if 
that  fails  to  have  any  effect,  then  recourse  to  legal  action  before  the 
Court  of  Justice  of  the  European  Communities. 

HIGH   COURT   OF  APPEAL,    AND   INTERPRETER   OF  THE   TREATY 

The  Court  of  Justice,  like  the  Assembly,  was  one  of  the  original  insti- 
tutions of  the  Coal  and  Steel  Community,  and  had  its  jurisdiction 
extended  in  1958  to  include  all  three  Communities.  It  is  probably  the 
least  known  of  die  Institutions,  mainly  because  most  of  the  numerous 
cases  it  has  dealt  with  over  the  past  ten  years  have  concerned  complex 
aspects  of  the  coal  and  steel  market:  the  operation  of  a  fund  for  equaU- 
sation  of  scrap  prices,  the  breaking-up  of  coal  marketing  cartels,  or 
pubhcity  for  transport  rates  and  conditions. 

The  Court  is  perhaps  best  thought  of  as  a  supreme  court  of  appeal 
for  the  whole  European  Community,  Individuals,  firms,  the  Institu- 
tions of  the  Communities  and  the  member  Governments  can  aU  bring 
cases  before  it,  and  all  are  bound  by  its  decisions.  The  Court  is  the  fmal 
authority  on  the  interpretation  of  the  Treaties. 

Housed  in  a  specially  constructed  modem  building  in  a  quiet  side- 
street  in  Luxembourg,  it  has  all  the  procedural  solemnity  which  befits 
its  vast  responsibihties.  The  Court  is  composed  of  seven  judges  (two 
Itahans  and  one  from  each  other  member  country)  and  two  'advocates- 
general'  (one  French  and  one  German).  The  procedure  it  follows  is 
normal  practice  in  Continental  courts,  but  naturally  differs  markedly 
from  what  is  known  in  Britain.  Let  us  assume  that  the  Common 
Market  is  bringing  a  case  against  a  member  State  for  infringing  the 
Treaty  (which  was  indeed  the  form  taken  by  the  first  major  Common 
Market  case  in  1961).  First  the  two  parties  present  their  cases  in  writing, 
exchange  written  arguments,  and  supply  documentary  evidence:  then 
there  is  a  pubhc  hearing  at  which  both  sides  plead  their  cases.  Some 
time  later  there  is  a  further  hearing  at  which  one  of  the  Advocates- 
General  gives  his  own  impartial  estimate  of  the  merits  of  the  case  and 
his  considered  views  as  to  what  judgement  the  Court  should  pass.  This 
is,  however,  merely  an  expert  interpretation  of  the  facts  of  the  case  and 
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the  relevant  clauses  of  the  Treaty:  it  is  not  binding  on  the  Court,  which 
when  it  gives  its  ruling,  at  a  later  session,  not  infrequently  departs  from 
what  the  Advocate-General  has  suggested. 

The  very  fact  that  there  is  no  appeal  against  its  judgements,  added  to 
the  fact  that  it  is  sole  judge  of  what  the  Treaty  really  means,  makes  the 
Court  potentially  an  extremely  powerful  institution.  It  is  too  early  to 
say  what  role  it  will  play  in  shaping  the  Common  Market,  but  if  the 
first  ten  years  of  the  Coal  and  Steel  Community  are  anything  to  go  by 
it  wdll  be  an  important  one.  Every  ruhng  it  makes  finds  its  justification 
in  the  text  of  one  of  the  Treaties,  which  all  leave  scope  for  interpreta- 
tion. From  the  start  the  Court  refused  to  Hmit  itself  to  narrow  interpre- 
tations of  the  Paris  Treaty,  setting  up  the  ECSC,  but  took  into  accoimt 
a  wide  range  of  factors,  economic  as  well  as  legal,  in  assessing  whether 
the  actions  or  decisions  on  which  it  had  to  pass  judgement  served  the 
aims  of  the  Community  as  set  out  in  the  first  few  articles  of  the  Treaty. 
To  an  even  greater  extent  than  the  Paris  Treaty  the  Treaties  of  Rome 
are  'outline'  treaties  which  are  given  substance  by  the  decisions  of  the 
Council  and  the  Commissions,  and  there  are  numerous  points  at  which 
the  Court  is  hkely  to  be  called  upon  sooner  or  later  to  determine  how 
the  Treaty  should  be  interpreted.  The  first  few  Common  Market  cases 
have  mostly  concerned  infringements  by  member  countries  of  the 
measures  reducing  obstacles  to  trade,  but  already  there  are  indications 
of  the  shape  of  things  to  come.  A  Dutch  Court  has  appealed  to  the 
Court  of  Justice  of  the  Communities  for  a  ruling  on  the  interpretation 
of  the  articles  of  the  Treaty  relating  to  rules  of  competition — anti-cartel 
and  monopoly  rules — and  many  cases  can  be  expected  in  this  field 
once  the  Regulations  which  came  into  force  in  1962  start  to  be  apphed. 

Meanwhile  the  running  of  the  Coal  and  Steel  Community  continues 
to  involve  a  steady  flow  of  cases,  many  of  them  brought  by  individual 
firms  which  quarrel  with  a  High  Authority  decision — others,  as  we 
shall  see,  by  member  States  which  dispute  the  High  Authority's  inter- 
pretation of  the  Treaty. 


That  then  is  how  the  Common  Market  works — the  machinery 
which  is  being  used  to  set  it  up  and  will  run  it  when  it  is  complete. 
There  are  other  institutions,  such  as  the  Social  Fund  or  the  European 
Investment  Bank,  but  the  five  bodies  we  have  mentioned — one  drafting 
legislation,  one  taking  decisions,  two  of  a  consultative  nature  and  the 
Court  to  settle  disputes — provide  the  essential  institutional  framework. 
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The  framework  for  the  other  two  Communities  (ECSC  and  Euratom) 
differs  very  httle.  They  share  with  the  Common  Market  the  European 
Parhament  and  the  Court,  and  Euratom  also  comes  within  the  scope 
of  the  Economic  and  Social  Committee,  though  it  has  in  addition  a 
more  specialised  Scientific  and  Technical  Committee  and  an  Advisory 
Committee  on  Nuclear  Research.  The  Coal  and  Steel  Community 
differs  from  the  other  two,  as  we  have  seen,  mainly  in  the  fact  that  its 
Executive,  the  High  Authority,  has  greater  powers  in  relation  to  the 
Council  of  Ministers.  It  also  has  its  own  source  of  income — a  levy  of 
up  to  2  per  cent  on  the  annual  turnover  of  the  coal  and  steel  firms  of  the 
Six — whereas  the  Brussels  Communities  are  dependent  upon  contribu- 
tions from  the  member  States.  On  many  matters  it  can  take  decisions 
which  are  directly  binding  on  firms  or  even  on  member  States.  Never- 
theless the  experience  of  recent  years  has  shown  that  it  is  virtually 
powerless  (as  at  the  time  of  the  coal  crisis  in  1958)  to  enforce  a  solution 
with  which  some  of  the  member  Governments  disagree. 

With  this  outline  before  us  of  the  workings  of  the  Common  Market 
institutions  in  Brussels,  Strasbourg  and  Luxembourg,  we  can  go  on  to 
see  what  the  Rome  Treaty  involves,  and  what  stage  has  been  reached 
in  applying  it. 
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From  Customs  Union  to  Common  Market 

THE    BASES     FOR    ECONOMIC     UNION 

We  have  seen  what  is  the  ultimate  aim  of  the  Common  Market:  to 
merge  the  economies  of  the  member  States  into  one,  by  breaking  down 
the  barriers  between  them  and  working  out  common  pohcies.  We 
have  outhned  the  elaborate  and  carefully  balanced  system  of  institutions 
set  up  to  carry  out  this  aim.  Now  we  can  look  more  closely  at  what  it 
in  fact  involves:  what  are  the  stages,  what  are  the  fmal  goals  in  the 
various  fields,  and  what  progress  has  been  made  towards  them. 

For  the  sake  of  clarity  I  shall  distinguish  three  stages,  though  in  fact 
they  are  closely  inter-linked  and  largely  simultaneous.  The  first  stage 
is  the  customs  union,  where  all  goods  can  move  freely  throughout  the 
area;  the  second  is  the  common  market  strictly  so-called,  when  all 
discrimination  based  on  nationality  is  removed;  and  the  third  stage, 
that  of  genuine  economic  union,  involves  the  appHcation  of  common 
pohcies  in  those  sectors  where  the  role  of  the  State  in  the  economy 
makes  them  necessary. 

DOWN  WITH  THE   CUSTOMS   POSTS 

Back  in  1948  when  European  unity  was  still  a  vague  and  glowing  ideal, 
a  friend  of  mine  was  amongst  the  groups  of  German  students  who 
stormed  the  frontier  to  set  fire  to  customs  posts.  Fifteen  years  later,  the 
Common  Market  is  well  on  the  way  to  achieving  that  most  symboHc 
of  all  steps  to  unity,  the  removal  of  the  customs  barriers. 

For  a  customs  union — the  first  step  towards  the  Common  Market — 
means  two  quite  simple  things :  that  goods  of  all  kinds  move  freely 
from  one  member  country  to  another,  unhindered  by  customs  or 
quotas  or  other  restrictions  of  any  kind ;  and  that  goods  from  the  rest 
of  the  world  are  subject  to  an  identical  level  of  duty  wherever  they 
enter  the  area. 

Under  the  Rome  Treaty  the  Six  countries  were  to  remove  the  duties 
on  trade  between  them  by  10  per  cent  stages  over  a  12-year  transitional 
period.  In  May  i960,  however,  the  rate  of  reductions  was  speeded  up. 
By  January  ist,  1962,  the  cuts  made  amounted  to  40  per  cent  of  the 
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duties  in  force  on  January  ist,  1957,  and  a  further  'accelerated'  cut  of 
10  per  cent  which  came  into  effect  on  July  ist  meant  that  in  three  and 
a  half  years  the  customs  duties  on  industrial  goods  were  reduced  by 
half  (For  agricultural  products,  other  than  those  coming  under  the 
common  farm  policy,  the  two  'accelerated'  cuts  were  both  of  5  not 
10  per  cent,  with  the  second  one  applying  only  to  a  restricted  hst,  so 
that  the  total  reduction  now  amounts  to  35  per  cent.)  If  things  go 
according  to  plan,  and  the  economic  situation  remains  satisfactory,  then 
on  January  ist,  1967,  there  will  be  no  customs  duties  left  on  trade 
between  the  member  countries  (including  the  new  members)  of  the 
Common  Market. 

Quantitative  restrictions  on  trade  were  also  removed  ahead  of 
schedule.  On  January  ist,  1959,  existing  import  quotas  were  made 
available  for  imports  from  all  member  countries  without  discrimina- 
tion and  increased  by  20  per  cent;  and  hmited  quotas  were  granted 
where  previously  imports  had  been  altogether  banned.  On  December 
31st,  1 96 1,  a  mere  three  years  from  the  first  increases,  all  quantitative 
restrictions  on  trade  within  the  Common  Market  were  removed  (for 
industrial  goods  though  not  for  agricultural  products).  At  the  same 
time  as  customs  duties  and  quotas  other  restrictions  with  equivalent 
effects  are  also  being  hfted;  and  where  there  are  revenue  duties  (in- 
tended not  to  protect  home  industry  but  to  yield  revenue)  they  must 
either  be  removed  or  replaced  by  other  forms  of  taxation. 

Removing  the  duties  on  trade  between  the  Six  has  its  natural  corol- 
lary in  the  application  of  a  Coimnon  Tariff  to  goods  imported  firom 
the  outside  world.  If  member  countries  continued  to  apply  their  diff- 
erent national  tariffs,  there  would  be  an  incentive  to  traders  to  bring 
their  imports  into  all  parts  of  the  Community  via  the  countries  -with. 
the  lowest  duties — in  most  cases  Germany  or  Benelux — thus  causing  a 
'deflection'  of  trade. 

Estabhshing  the  Common  External  Tariff  was  a  vast  and  compHcated 
operation.  For  certain  goods  of  crucial  importance  to  one  or  other 
member  country  (and  one  or  two  per  cent  on  a  duty  may  mean  survival 
or  extinction  to  a  marginal  industry)  a  level  had  already  been  negoti- 
ated and  written  into  the  annexes  to  the  Treaty.  For  most  of  the  rest  it 
was  the  arithmetical  average  of  the  four  existing  customs  tariffs  (the 
three  Benelux  countries  already  had  a  single  tariff)  which  the  Six 
adopted,  and  this  meant  some  eighteen  months  of  continual  work  for 
customs  experts  combining  the  thousands  of  different  headings  in  the 
national  tariffs  into  a  single  list.  Lastly  there  remained  the  hard  core  of 
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some  seventy  products,  known  as  'List  G',  for  which  the  common  duty 
had  to  be  negotiated.  These  were  the  products  over  which  national 
interests  were  in  coUision,  and  in  very  many  cases  the  experts  failed  to 
agree  and  the  matter  went  to  the  highest  level.  For  over  a  year  there 
was  hardly  a  meeting  of  the  Council  at  which  the  Ministers  did  not 
have  the  Tariff  on  their  agenda,  until  eventually  in  mid-1961  agreement 
was  reached  on  all  items  except  oil  and  petroleimi  products,  which  are 
still  unsettled.  A  random  example  shows  the  kind  of  difficulties  in- 
volved: deciding  the  level  of  duty  on  aircraft  parts  involved  the  Minis- 
ters in  a  prolonged  debate  on  the  future  of  the  Community's  own  air- 
craft industry.  The  Common  External  Tariff  was  one  of  the  first 
questions  to  cause  matters  on  which  the  experts  reached  deadlock  to 
go  to  the  Ministers  for  decision. 

In  its  importance  to  the  Common  Market,  however,  the  Tariff  has 
repaid  the  labour  that  the  Six  put  into  it.  Its  role  in  cementing  their 
awareness  of  the  Common  Market  as  a  unit  has  been  inestimable. 
Hardly  was  the  Tariff  ready  (in  February  i960,  long  before  the  negotia- 
tions on  List  G  were  over)  than  it  had  to  be  presented  to  the  rest  of 
the  world  in  GATT.^  It  had  to  serve  as  a  basis  for  two  major  sets  of 
negotiations,  in  which  under  the  terms  of  Article  iii  of  the  Treaty  the 
EEC  Commission  negotiated  on  behalf  of  the  whole  Community,  and 
the  Six  had  thus  no  option  but  to  operate  as  a  tmit. 

First  came  the  're-binding'  operations:  the  Six  had  to  prove  to  their 
trading  partners  that  the  total  effect  of  their  new  single  tariff  was  no 
more  restrictive  than  that  of  the  four  separate  tariffs  which  they  had 
previously  'bound'  (i.e.  committed  themselves  not  to  raise  without 
negotiations)  under  the  General  Agreement.  Although  the  high  French 
and  Itahan  duties  would  be  coming  down  as  they  were  gradually 
aligned  on  the  Common  Tariff,  the  German  and  Benelux  duties  on 
many  products  were  due  to  be  raised  to  bring  them  into  fine,  and 
countries  traditionally  exporting  to  this  area  inevitably  protested. 

^  The  General  Agreement  on  Tariffs  and  Trade,  signed  after  the  war  by  all  the 
major  non-Communist  trading  countries,  is  the  'charter'  of  international  trade — 
the  'rules  of  the  game'.  It  is  built  upon  the  'Most  Favoured  Nation'  clause  by 
which  any  tariff  concessions  made  to  another  country  must  be  extended  to  all  the 
Contracting  Parties.  The  exception  under  which  the  creation  of  the  Common 
Market  is  possible  allows  a  group  of  countries  to  create  a  customs  union  amongst 
themselves  provided  they  have  precise  plans,  with  a  time-Umit,  for  reducing  and 
finally  removing  customs  duties  amongst  themselves.  The  Contracting  Parties  to 
the  GATT  meet  regularly  and  it  provides  a  forum  for  the  discussion  of  world- 
wide trade  problems. 
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When  this  first  round  was  over — though  not  to  everyone's  satisfac- 
tion— the  Six  went  into  the  negotiation  for  all-round  tariff  cuts  pro- 
posed by  the  then  American  Secretary  of  State,  Mr,  Douglas  DiUon. 
In  exchange  for  equivalent  concessions,  they  offered  to  make  a  twenty 
per  cent  cut  in  the  level  of  the  Common  External  Tariff  before  it  was 
ever  apphed.  How  these  negotiations  progressed  we  shall  see  in  the 
following  chapter.  From  the  point  of  view  of  the  rest  of  the  world,  the 
gradual  apphcation  of  the  Common  External  Tariff  inevitably  causes 
the  Six  to  be  thought  of  as  a  single  trading  unit.  Correspondingly,  the 
negotiations  on  the  tariff  and  the  reactions  (often  hostile)  which  it 
provoked  strengthened  their  sense  of  unity  and  provided  the  first  step, 
as  we  shall  see  below,  towards  a  common  commercial  poHcy. 

'acceleration' 
The  Treaty  of  Rome  lays  down  a  detailed  time-table  for  the  implemen- 
tation of  the  Common  Market,  and  the  decision  to  start  making  cuts  in 
duties  at  a  faster  rate  than  the  Treaty  required  provided  the  clearest 
possible  proof  of  both  the  success  and  vitaHty  of  the  Common  Market, 
and  also  of  its  flexibihty.  First  mooted  in  the  summer  of  1959,  when  it 
was  becoming  clear  that  the  first  cuts  in  duties  made  at  the  start  of  the 
year  would  have  none  of  the  dire  consequences  which  had  been  fore- 
told, the  'acceleration'  received  the  general  support  of  industry  throughout 
the  Community.  The  EEC  Coimnission  emphasised  that  the  Six 
should  take  advantage  of  the  boom  conditions  to  press  ahead  as  fast  as 
possible  with  the  customs  imion.  At  the  same  time,  lest  the  balance  of 
the  Treaty  be  disturbed,  it  was  agreed  to  speed  up  work  on  applying 
all  the  aspects  of  the  Treaty  and  especially  on  preparing  the  common 
farm  pohcy.  The  second  'acceleration'  was  decided  on  in  May  i960 
after  only  technical  diflSculties,  and  the  half-way  mark  on  the  removal 
of  customs  barriers  was  reached  two  and  a  haff  years  ahead  of  schedule. 

WORKERS   ON  THE  MOVE? 

Unrestricted  movement  of  goods  means  a  steady  growth  in  trade 
amongst  the  member  countries,  and  bigger  markets  and  increased 
competition  for  the  industriahsts :  but  if  all  other  barriers  remain  intact, 
it  does  nothing  to  bring  about  a  merger  of  the  separate  economies.  To 
achieve  a  common  market  the  movements  of  the  other  factors  of 
production — ^labour,  services  and  capital — must  be  freed  as  well. 

If  a  Clydeside  mechanic  decides  to  take  a  job  in  Slough,  there  are  no 
frontiers  or  restrictions  to  liinder  him;  a  manufacturer  in  Lille  has  no 
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difficulty  in  taking  on  a  charge-hand  from  Marseilles:  and  it  is  just  such 
freedom  of  movement  and  decision  that  the  Common  Market  is  to 
bring  about  from  one  end  of  the  member  countries  to  the  other. 
Employers  wiU  be  able  to  advertise  their  vacancies,  and  w^orkers  take 
jobs  and  setde  v^ith  their  famiHes,  irrespective  of  national  frontiers. 

Despite  alarmist  talk  of  floods  of  foreign  workers — and  the  bogey  of 
cheap  Itahan  labour'  is  not  the  sole  preserve  of  Enghsh  left-wdng 
Jeremiahs — free  movement  of  labour  has  had  httle  immediate  effect 
inside  the  Common  Market,  For  one  thing,  there  has  always  been  a 
steady  flow  of  workers  from  the  centres  of  unemployment  to  the 
industrial  areas  where  manpower  was  short:  tens  of  thousands  of 
ItaUans  were  working  in  the  mines  and  on  the  building  sites  of  Belgium, 
Germany  and  Luxembourg  long  before  the  Treaty  of  Rome  was 
thought  of  or  signed.  Indeed,  the  first  steps  the  EEC  Commission  took 
were  to  ensure  that  these  migrant  workers  could  obtain  in  any  member 
country  the  full  social  security  benefits  to  which  the  contributions  they 
had  paid  in  any  part  of  the  Community  entided  them. 

The  over-riding  principle  of  the  Regulations  on  free  movement, 
which  came  into  effect  in  1961,  is,  it  is  true,  the  right  of  workers  to  take 
jobs  wherever  they  wish  within  the  Common  Market.  But  their  most 
important  practical  effect  is  to  give  the  thousands  of  migrant  workers 
in  the  Community  full  equahty  of  status  with  the  nationals  of  the 
countries  where  they  work.  They  will  be  able  to  settle  freely  and  bring 
their  famihes  to  join  them;  and,  most  important  of  all,  the  ever  present 
threat  of  a  cancelled  work  permit  when  conditions  on  the  labour 
market  slacken  wiU  now  be  removed.  Foreign  workers  v^  cease  to  be 
a  useful  commodity,  to  be  exploited  when  labour  is  short  and  sent  back 
whence  they  came  when  they  are  no  longer  needed:  they  v^dll  cease, 
from  the  point  of  view  of  labour  legislation,  to  be  'foreign'  workers 
at  all. 

Machinery  is  to  be  set  up  to  bring  the  employment  bureaux  of  the 
member  countries  into  close  haison,  but  for  the  first  fortnight  after  a 
job  becomes  vacant  national  workers  wdU  retain  priority  (except  where 
a  foreign  worker  is  asked  for  by  name).  Similarly,  workers  from  inside 
the  Common  Market  have  priority  for  a  hmited  period  over  workers 
from  non-member  countries. 

Important  though  the  principles  of  free  movement  and  of  equal 
rights  undoubtedly  are,  two  developments  have  combined  to  lessen 
their  effects.  The  first  is  the  not-too-distant  prospect  of  a  labour 
shortage  in  the  Common  Market  as  a  whole.  Throughout  1961  and 
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early  1962  both  Germany  and  the  Netherlands,  with  the  acutest  labour 
shortages,  had  three  or  more  jobs  vacant  for  every  person  registered  as 
unemployed:  but  v^^hat  they  need  are  skilled  or  semi-skilled  workers, 
and  Italy  herself — with  the  only  remaining  reserves  of  manpower  in 
the  Common  Market — has  begim  since  the  middle  of  1961  to  face  a 
similar  problem  in  the  industrialised  areas  of  the  North:  she  is  liable 
to  need  her  own  workers  as  fast  as  she  can  train  them.^  As  a  result 
'occupational  mobihty' — the  abihty  to  tackle  a  more  highly  skilled  job 
— has  become  an  essential  complement  to  mere  geographical  mobility. 
The  EEC  Commission  has  recognised  this  from  the  start,  and  in  1961 
it  worked  with  the  German  authorities  on  a  'crash  training  programme' 
in  Italy  for  thousands  of  workers  to  fill  vacant  posts  in  Germany.  In 
1962  it  went  further  and  drew  up  far-reaching  plans  for  a  common 
vocational  training  pohcy,  to  be  operated  at  Community  level,  co- 
ordinating the  work  of  the  member  countries  in  an  attempt  to  meet 
the  requirements  of  the  Community  as  a  whole. 

Whilst  these  long-term  plans  are  being  drawn  up  to  train  the  workers 
of  the  member  countries,  increasing  numbers  of  Greek,  Spanish  and 
even  Turkish  citizens  are  being  called  upon  to  meet  the  German  labour 
shortage  in  particular,  and  from  the  member  countries'  point  of  view 
at  least  one  of  the  most  valuable  elements  of  the  Community's  associa- 
tion with  Greece  (see  below,  p.  131),  and  probably  with  other  less 
developed  countries,  will  be  the  assurance  of  a  steady  flow  of  man- 
power. 

Secondly,  a  longer-term  development  which  cannot  be  overlooked 
is  the  imdoubted  decHne  in  the  importance  of  movement  of  workers  as 
compared  with  movements  of  capital.  It  is  becoming  more  profitable 
to  take  the  job  to  the  worker  than  to  expect  the  worker  to  come  to  the 
job.  Modern  industries  using  electric  power  and  easily  transportable 
materials  are  no  longer  tied  to  the  old  centres  of  coal  and  steel  produc- 
tion; and  many  firms  are  realising  the  advantages  in  terms  of  morale 
and  stabihty  of  setting  up  their  plants  in  Southern  Italy  instead  of 
expecting  the  Sicihan  or  the  Neapohtan  to  transplant  himself  to 
distant,  cold  and  often  inhospitable  parts  of  Northern  Europe. 

NO  BARRIERS   FOR  BUSINESS 

It  is  not  only  the  workers  who  are  to  be  guaranteed  freedom  of  move- 
ment in  the  Community:  by  the  end  of  the  transitional  period — that 

*  Firms  in  the  industrial  North  of  Italy  have  even  begun  advertising  for  skilled 
and  semi-skilled  Italian  workmen  ...  in  Germany. 
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is,  by  1970  at  the  latest — professional  men  will  be  allowed  to  practise, 
and  firms  to  establish  themselves,  anywhere  within  the  area  of  the 
Common  Market. 

Unrestricted  'right  of  estabhshment'  for  firms  (combined  with  free 
movement  of  capital)  will  constitute  a  guarantee  that  no  viable  chance 
of  economic  development  goes  by  default  because  restrictions  stop 
another  Community  firm  from  stepping  in  to  exploit  it.  To  take  an 
example — and  one  which  has  raised  much  controversy — much  good 
agricultural  land  in  parts  of  France  at  present  hes  unfarmed:  under  free 
right  of  establishment  German  farm  labourers  working  in  France, 
and  at  a  later  stage  German  farmers  too,  can  move  in  and  start 
farming  it. 

Under  'free  supply  of  services'  the  barriers  on  the  activities  of  pro- 
fessional men  and  artisans  are  to  be  gradually  removed:  a  draughtsman 
from  Liege  will  be  free  to  work  for  a  French  firm  in  Mulhouse,  a 
Hamburg  architect  to  set  up  his  offices  in  Naples,  or  a  Dutch  con- 
tracting fiirm  to  tender  for  a  pubhc  works  scheme  in  the  South  of 
France. 

From  the  Commission's  first  studies  to  the  final  decision  by  the 
Council  in  October  1 961  it  took  over  two  and  a  half  years  to  work  out 
the  'general  programmes'  for  implementing  the  Treaty  in  these  fields 
— thus  providing  incidentally  an  excellent  example  of  how  slow  and 
thoroughly  the  Common  Market  mills  can  grind.  Marshalling  the  data 
took  nine  months,  haggling  with  the  national  experts  over  the  original 
texts  another  five;  the  Assembly  and  the  Economic  and  Social  Com- 
mittee took  a  fuU  year  to  give  their  views,  and  it  needed  from  April  to 
October  1961  for  the  EEC  Commission's  experts  to  thrash  out  the 
compromises  which  enabled  the  Ministers  to  take  their  decision. 

As  it  finally  emerged  the  plan  has  four  stages,  with  restrictions  being 
Hfted  first  where  this  will  raise  least  problems:  thus,  for  example, 
restrictions  on  estabhshment  or  the  supply  of  services  in  textiles,  the 
leather  industry,  chemicals,  metal-working,  under-writing,  and  farm- 
ing on  land  abandoned  for  more  than  two  years  must  be  abohshed  by 
the  end  of  1963 ;  restrictions  in  insurance,  the  food  industry  and  (as  far 
as  equivalence  of  diplomas  allows)  accounting  and  auditing  by  the  end 
of  1965 ;  restrictions  in  the  theatrical  profession,  transport  and  personal 
services  by  the  end  of  1967,  and  all  other  restrictions  by  the  end  of  the 
transitional  period. 

A  necessary  complement  to  these  measures  is  an  active  attempt  to 
ensure  mutual  recognition  of  diplomas  and  professional  qualifications 
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between  the  member  States — and  this  in  turn  will  lead  to  co-ordination 
of  teaching  and  training  programmes. 

Following  the  passage  of  the  'general  programmes'  the  Commission 
has  begun  to  produce  the  long  series  of  detailed  'directives'  which  will 
ensure  the  implementation  of  the  principles  of  free  estabhshment  and 
free  supply  of  services  in  the  various  fields.  Their  effect  is  hardly  likely 
to  be  sudden  or  spectacular,  but  in  the  long  rim  their  impact  in  breaking 
down  barriers  of  discrimination  and  prejudice  between  member 
countries  wiU  be  considerable.  Free  movement  of  workers,  of  services, 
of  goods  and  materials — one  last  factor  of  production,  and  perhaps  the 
most  crucial,  remains:  capital.  Inside  Britain  (or  France,  or  Germany) 
anyone  with  capital  can  invest  or  use  it  how  and  where  he  thinks  it 
will  be  most  profitable.  By  the  end  of  the  transitional  period  similar 
freedom  will  exist  throughout  the  Common  Market;  and  even  more 
important,  firms  wiU  be  free  to  seek  the  capital  they  need  wherever 
there  are  funds  available. 

Freeing  capital  movements  can  pose  dehcate  problems  because  of 
their  possible  effects  upon  the  strength  of  national  currencies,  and  for 
once  no  time-table  is  laid  down  in  the  Treaty.  The  first  four  years  have 
seen  at  least  the  easiest  steps  taken  in  the  desired  direction.  The  first  step 
was  a  set  of  directives,  issued  in  May  i960  and  indicating  minimum 
levels  of  compulsory  Hberahsation.  As  a  result  the  Six  now  grant  auto- 
matically any  apphcation  to  allow  capital  movements  for  direct 
investment,  for  medium-  or  short-term  financing  of  trade,  or  for  the 
purchase  of  shares  with  a  stock-exchange  quotation;  they  also  allow 
unrestricted  movements  of  funds  for  personal  requirements.  Then 
there  is  a  conditional  commitment  (which  can  be  withdrawn  after 
consultation  with  other  member  countries)  to  allow  capital  transfers 
for  purely  financial  transactions,  and  for  medium-  and  long-term  trans- 
actions for  securities  not  quoted  on  a  stock-exchange.  The  residual 
group,  on  which  controls  are  maintained,  comprises  short-term  capital 
movements,  and  these  are  unlikely  to  be  freed  until  there  is  some 
harmonisation  of  national  monetary  poHcies,  lest  the  way  be  left  open 
for  sudden  flows  of  'hot  money'  from  one  cotmtry  to  another  with 
unfortimate  effects  on  the  balance  of  payments  situation. 

Others  of  the  multiple  restrictions  in  this  field  are  soon  due  for  the 
axe.  Work  started  in  September  1961  on  steps  to  ensure  that  any 
citizen  of  the  Community  can  hold  shares  in  the  capital  of  firms  in  other 
member  States.  Another  aim  is  to  free  capital  movements  linked  with 
invisible  transactions  (payments  for  services,  etc.).  In  196 1  the  Dutch 
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authorities  opened  their  capital  market  to  loan  issues  by  firms  firom 
other  Common  Market  countries  (or  by  the  Community  institutions) 
and  in  January  1962  the  Commission  appealed  to  other  member  coun- 
tries to  do  hkewise. 

Like  many  other  aspects  of  the  Common  Market,  fireeing  of  capital 
movements  is  unspectacular,  but  in  its  effects  it  promises  to  be  one  of 
the  most  important.  Capital  is  in  any  case  the  most  mobile  of  the 
factors  of  production,  and  with  unrestricted  movement  it  should 
rapidly  begin  to  flow  irrespective  of  national  boundaries.  Combined 
with  free  right  of  estabhshment  this  will  encourage  entrepreneurs  and 
investors  to  think  of  the  Community  as  a  single  economy,  and  to  seek 
the  most  promising  opportimities  within  the  area  taken  as  a  whole. 
Hardly  less  important,  gaps  between  interest  rates  on  the  various  money 
markets  will  then  tend  to  disappear,  thus  making  a  major  contribution 
to  the  common  monetary  poHcy  with  which  the  freeing  of  capital 
movements  must  as  we  shall  see  be  closely  linked. 

'CONTRE   LES   CARTELS* 

One  inevitable — and  intended — effect  of  the  Common  Market  is  to 
encourage  the  emergence  of  bigger  and  more  efficient  firms.  The  re- 
moval of  economic  barriers  is  bound  to  be  followed  (and  has  indeed 
been  followed  to  a  quite  striking  extent)  by  mergers  and  concentra- 
tions, trading  and  speciahsation  agreements,  and  the  estabhshment  of 
joint  subsidiaries.  On  the  one  hand  the  manufacturers  want  to  be  as 
well  equipped  as  possible,  in  scale  and  range  of  output,  to  benefit  from 
the  new  and  bigger  market — and  the  easiest  way  to  do  so  is  often  to 
link  up  with  or  absorb  their  direct  competitors  in  the  same  field.  On 
the  other  hand  they  want  to  protect  themselves  against  increasing 
competition — and  again  agreements  of  one  kind  or  another  provide 
the  best  answer  to  their  problem. 

It  is  precisely  here  however  that  the  danger  hes.  By  getting  together 
they  may  reap  all  the  advantages  of  the  bigger  market,  preventing  the 
consumer  from  benefiting  as  the  Treaty  means  him  to.  As  early  as  1959 
the  head  of  the  EEC  Commission's  'Competition'  Department  stated: 
'international  agreements  exist  which  are  intended  to  frustrate  the 
effects  of  the  first  tariff  cuts'.  Secondly,  there  is  the  risk  that  a  single 
big  firm — perhaps  resulting  from  the  merger  of  firms  in  two  member 
countries — may  achieve  a  dominant  position  on  a  sector  of  the  market, 
and  exploit  it  at  the  expense  of  the  consumer. 

The  answer  to  this  threat — the  way  to  stop  the  Community  bc- 
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coming,  as  critics  from  the  left  have  sometimes  suggested,  the  'common 
market  of  the  capitahsts'  (but  not  of  the  workers  or  the  consumers) — 
hes  in  anti-cartel  legislation.  Since  the  cartels  and  agreements  to  be 
combatted  are  hkely  to  be  concluded  across  national  frontiers,  it  has  to 
be  legislation  applicable  at  the  Community  level.  The  authors  of  the 
Treaty,  who  had  written  into  the  preamble  that  one  of  its  aims  was  to 
'ensure  free  competition',  set  out  in  Articles  85-88  to  provide  the 
necessary  means.  The  principles  they  laid  down,  like  those  in  the  ECSC 
Treaty,  were  directly  inspired  by  American  anti-trust  legislation. 
Article  85  bans  agreements  or  concerted  practices  which  'prevent, 
restrict  or  distort  competition'  and  Article  86  any  action  by  firms  to 
take  unfair  advantage  of  a  'dominant  position'. 

Working  out  the  detailed  form  and  the  instruments  of  its  anti-cartel 
legislation  proved  one  of  the  hardest  nuts  the  Common  Market  has  yet 
had  to  crack.  Strictly  speaking,  the  Treaty  required  the  member  States 
to  ensure  the  application  of  Articles  85  and  86  until  the  Community 
measures  had  been  drafted.  In  fact,  however,  three  member  coimtries 
(Italy,  Belgium,  and  Luxembourg)  possessed  no  anti-trust  or  monopoly 
legislation  at  all,  whilst  French  and  German  legislation  presented  an 
extreme  contrast,  with  the  German  requiring  the  registration  of  all 
agreements,  and  the  French  laying  the  onus  of  discovery  and  proof  on 
the  authorities.  In  working  out  the  rules  for  the  Community  a  com- 
promise between  them  had  to  be  found:  in  general,  the  German  view 
that  all  agreements  must  be  registered  has  been  accepted,  though  with 
exceptions,  and  with  a  major  concession  to  the  French  view  in  a  pro- 
vision for  full-scale  investigations.  The  regulations  for  the  implemen- 
tation of  Articles  85  and  86  of  the  Treaty  were  approved  by  the 
Council  of  Ministers  in  December  1961,  a  year  behind  the  schedule  laid 
down  in  the  Treaty,  and  came  into  effect  in  January  1962.  The  system 
as  it  has  emerged  works  like  this.  From  the  time  the  Regulations  came 
into  effect,  any  agreement  between  firms,  association  of  firms,  or 
concerted  trade  practices,  which  are  liable  to  affect  trade  hetiveen  member 
States,  and  which  result,  intentionally  or  not,  in  the  restriction  or  dis- 
tortion of  competition  are  automatically  null  and  void.  Article  85  refers 
in  particular  to  price-fixing;  hmiting  of  output,  of  marketing,  of 
technical  development  or  of  investment;  market-  or  supply-sharing; 
discrimination  between  cHents;  and  the  tying  of  contracts  to  the  accept- 
ance of  other  transactions :  it  is  thus  pretty  comprehensive.  The  EEC 
Commission  is  however  empowered  to  grant  exemption  from  the  ban 
— a  'negative  attestation' — to  agreements  or  practices  which  (Art.  85 — 
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iii)  contribute  to  improving  total  output  or  distribution,  or  promoting 
technical  or  economic  progress,  and  which  ensure  the  consumers  a  fair 
share  of  the  benefits  which  result  without  imposing  on  the  firms  in- 
volved any  restrictions  not  strictly  necessary  for  the  purpose  or  giving 
them  the  chance  to  prevent  competition  for  a  major  part  of  the  output 
involved. 

With  certain  exceptions,  all  agreements,  associations  or  concerted 
practices  concluded  after  the  Regulations  came  into  force  have  to  be 
notified  to  the  Commission,  which  may  then  either  grant  them  the 
desired  'negative  attestation',  or  alternatively  take  a  decision  requiring 
the  firms  to  put  an  end  to  them  as  infringements  of  the  Treaty.  The 
kinds  of  agreement  for  which  the  obligation  to  notify  the  Commission 
does  not  apply  are  specifically  indicated  in  the  regulations,  viz. :  those 
between  firms  in  one  member  State  only  which  do  not  affect  either 
imports  or  exports;  those  between  two  firms  only  (even  in  different 
countries)  which  merely  hmit  re-sale  conditions  of  one  partner,  or  the 
activities  of  a  hcence-holder;  and  those  between  any  number  of  firms 
which  cover  only  standardisation  of  products  or  technical  research  the 
fruits  of  which  are  available  to  all  participants. 

As  for  agreements,  associations  or  concerted  practices  already  existing 
when  the  Regulations  came  into  effect,  they  have  to  be  notified  to  the 
Commission  by  November  1962,  unless  of  course  they  come  under  the 
exceptions  mentioned  above:  the  firms  concerned  are  now  given  the 
chance  to  bring  them  into  hne  with  the  new  requirements  before 
notifying  the  Commission. 

The  Regulations  now  in  force,  although  mainly  devoted  to  cartels 
(Art.  85),  also  cover  the  apphcation  of  Article  86  on  monopohes.  They 
quite  simply  state  that  the  Commission  may  take  and  enforce  decisions 
putting  an  end  to  infractions  of  Article  86,  which  is  aimed  at  'one  or 
more  firms  abusing  a  dominant  position  in  the  common  market  or  in 
a  substantial  part  of  it'  to  impose  unfair  prices  or  other  conditions  of 
sale  or  to  hmit  competition  in  any  of  the  other  ways  defmed  in  con- 
nection with  cartels. 

The  Commission  is  endowed  with  wide  powers  to  enforce  the 
Regulations.  On  its  own  initiative  or  at  the  request  of  any  interested 
party  it  may  investigate,  in  collaboration  with  the  national  authorities, 
the  affairs  of  firms  or  associations.  Also,  should  market  conditions  and 
price  fluctuations  in  any  particular  sector  give  it  reason  to  suspect  the 
existence  of  a  cartel  it  can  carry  out  a  fuU  investigation — a  major 
concession,  this,  to  French  practice.  It  can  impose  small  fines  for  false 
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information  and.  fines  of  up  to  a  million  doUars  or  a  tenth  of  the  annual 
turnover  of  the  firms  involved  for  wilful  infringements  of  Articles  85 
or  86. 

It  is  too  early  yet  to  estimate  what  the  force  of  the  anti-cartel  and 
monopoly  Regulations  will  be.  Much  will  clearly  depend  on  the 
severity  of  the  criteria  by  which  the  EEC  Commission  applies  them. 
The  Commission  does  not  have  to  give  its  prior  authorisation,  as  does 
the  ECSC  High  Authority,  for  mergers  or  concentrations  such  as  are 
bound  to  occur  in  increasing  numbers  as  firms  adapt  themselves  to  the 
increased  scale  of  the  common  market,  and  the  effectiveness  of  the 
Regulations  in  ensuring  that  the  benefits  of  the  Common  Market  are 
passed  on  to  the  consumer  may  well  depend  on  the  interpretation  the 
Commission  gives  to  the  terms  of  Article  86  on  'dominant  positions*  in 
the  market. 

DUMPING,    STATE   AID   AND    STATE   MONOPOLIES 

Looking  at  the  econoinies  which  were  to  be  merged  to  form  the 
Common  Market  the  authors  of  the  Rome  Treaty  discovered  quite  a 
number  of  factors  which  would  put  the  businessmen  of  the  member 
countries  on  an  unequal  footing — and  duly  worked  out  how  to  achieve 
a  fair  equality  of  conditions. 

One  of  the  dangers  foreseen  was  the  old  trading  bogey  known  as 
dumping — by  which  producers  facing  a  glut  on  their  home  market 
export  the  goods  on  their  hands  at  less  than  cost  price,  thus  under- 
cutting producers  in  another  country.  As  customs  barriers  fall,  dumping 
theoretically  becomes  easier.  An  ingenious  formula  was  therefore 
devised,  known  as  the  'boomerang  clause',  and  came  into  effect  in 
1959:  under  it  a  producer  may  send  back  to  the  exporting  country, 
free  from  duties  of  any  kind,  goods  being  dumped  on  his  market — thus 
presumably  beating  the  culprit  at  his  own  game.  Ingenious  though  it 
is,  the  formula  has  so  far  been  little  used:  where  dumping  has  occurred, 
a  note  or  recommendation  from  the  EEC  Commission,  backed  by  the 
threat  of  action  before  the  Court  of  Justice,  has  sufficed  to  bring  about 
a  satisfactory  settlement. 

Far  more  important  is  the  question  of  'State  aid'.  All  governments 
provide  assistance  of  one  kind  or  another  from  their  own  resources  for 
some  sectors  of  the  national  economy — thus  giving  them  what  be- 
comes, inside  the  Common  Market,  an  unfair  advantage.  Under  the 
terms  of  the  Treaty  (Arts.  92-4)  such  aid  has  to  be  gradually  with- 
drawn, although  a  number  of  vaHd  exceptions  are  permitted  (aid  to 
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develop  backward  areas,  aid  to  parts  of  West  Germany  hit  by  the 
division  of  the  country,  aid  to  projects  which  are  of  common  European 
interest,  and  aid  granted  to  individual  consumers  for  social  rather  than 
economic  reasons). 

The  Commission's  work  on  the  investigation  of  State  aid,  in  close 
collaboration  with  groups  of  national  experts,  got  into  its  stride  in  the 
early  months  of  1962  and  as  a  result  of  agreements  reached,  or  of 
recommendations  from  the  Commission,  the  following  cases  of  aid 
were  either  adjusted  so  as  not  to  contravene  the  Treaty  or  else  were 
l)rought  to  an  end:  in  Germany  a  system  for  equalising  out  the  costs  of 
the  synthetic  and  natural  rubber  industries;  in  France,  aid  to  investment 
goods  industries;  in  Italy  tax  advantages  for  home-produced  cars, 
indirect  financial  aid  to  the  agricultural  machinery  industry,  and  aid  to 
the  ship-building  industry  (the  aid  being  withdrawn  in  the  case  of 
orders  from  Common  Market  countries).  Ship-building  is  one  of  the 
industries  most  heavily  dependent  on  aid:  the  situation  in  France  has 
also  been  under  review,  and  in  April  1962  the  Commission  asked  the 
Federal  German  government  to  drop  plans  for  helping  its  ship-building 
industry. 

Thirdly,  there  is  the  case  of  'State  monopolies'.  In  France  and  Italy 
especially,  the  State  has  the  sole  right  to  manufacture  and  sell  certain 
commodities — cigarettes  and  tobacco,  for  instance,  or  salt — ^which  are 
sometimes  a  considerable  source  of  revenue.  For  conditions  to  be  equal, 
other  manufacturers  clearly  had  to  be  granted  access  to  these  markets. 
The  Treaty  therefore  lays  down  that  the  national  monopolies  must  be 
adjusted  so  as  not  to  put  them  at  a  disadvantage.  By  the  beginning  of 
1962  steps  had  been  taken  to  adjust  the  Italian  tobacco,  cigarette-paper 
and  quinine  monopohes,  and  already  Dutch  and  Belgian  cigarettes  are 
appearing  in  the  tobacconists'  kiosks  alongside  State-produced  'Nazio- 
nah'.  In  April  1962  the  Commission  sent  recommendations  to  Italy 
about  its  monopoly  on  matches,  and  to  France  about  monopolies  on 
matches,  tobacco,  potash  and  imported  oil. 

So  far  the  Commission  has  taken  no  stand  on  whether  it  is  sufficient 
to  take  steps  to  ensure  other  EEC  producers  access  to  the  markets  or 
whether  in  the  long  run  the  monopolies  will  have  to  be  abohshed 
altogether. 

HARMONISATION   OF   LEGISLATION 

Complex  though  it  is,  even  the  staunchest  advocates  of  the  Rome 
Treaty  have  never  pretended  that  it  is  exhaustive:  only  time  and  ex- 
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perience  could  reveal  some  of  the  less  obvious  (though  not  necessarily 
less  important)  cases  of  legislative  or  administrative  discrimination 
against  citizens  of  other  member  States.  Consequently  the  Treaty 
(Arts.  100-102)  gives  the  Commission  a  free  hand  to  deal  with  'the  ones 
that  got  away'.  During  the  first  four  years  work  was  started  on  a  mixed 
bag  of  subjects.  One  of  the  most  important  concerns  patents  and  trade 
marks:  in  close  collaboration  with  national  experts  the  Commission  is 
working  out  European  patents  legislation  which  would  not  replace 
national  legislation  but  would  enable  inventors  or  manufacturers  to 
obtain  a  patent  which  would  be  vahd  for  the  whole  of  the  Common 
Market. 

Rules  on  colouring-matter  and  additives  in  food  are  another  case 
where  free  trade  makes  it  essential  to  do  away  with  differences  between 
national  legislation.  Again,  the  Commission  is  seeking  to  dove-tail 
national  campaigns  against  tobacco  mildew  and  measures  to  prevent 
the  spreading  of  plant  or  animal  diseases  (an  important  consideration 
for  trade  in  agricultural  produce). 

In  each  case  it  is  the  Commission  which  has  taken  the  initiative  in 
consulting  the  States,  and  it  has  where  necessary  drawn  up  directives 
aimed  at  getting  them  to  co-ordinate  their  action.  It  is  not  generally 
realised  to  what  an  extent  the  Common  Market  involves  not  merely 
the  lowering  of  customs  barriers,  or  major  decisions  on  this  or  that 
common  pohcy,  but  also  an  immense  amoimt  of  quiet  valuable  work 
on  removing  the  pointless  and  out-dated  differences  and  restrictions 
which  have  grown  up  over  the  years  around  the  frontiers  which  are 
now  due  to  come  down. 

It  is  the  gradual  removal  of  restrictions  and  discrimination  of  all 
kinds  that  wiU  eventually  merge  the  economies  of  the  member  coun- 
tries into  a  common  market.  The  process  has  only  just  begun,  and  even 
when  it  is  complete  its  effects  will  not  be  spectacular — indeed  they  may 
go  almost  imnoticed:  but  once  legislative  and  administrative  barriers 
are  gone,  the  psychological  and  emotional  barriers  to  understanding 
which  they  foster  will  not  long  survive  them. 
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3 
Common  Policies 

(i)  Commercial  and  Economic  Policy 

The  PROCESS  of  removing  barriers  and  ending  discrimination,  essen- 
tial though  it  is  to  the  creation  of  the  Common  Market,  is  httle  more 
than  a  preparatory  phase:  it  leaves  untouched  many  large  and  vitally 
important  sectors  of  national  economic  life — both  economic  pohcy  in 
a  general  sense,  and  certain  particularly  important  sectors,  such  as  agri- 
culture or  transport,  where  the  modern  State  takes  a  direct  hand  in  the 
economic  process.  Clearly,  if  the  member  countries  are  to  be  success- 
fully merged  into  a  single  economy — and  it  must  be  clearly  recognised 
that  this  is  the  final  aim — then  at  the  very  least  the  national  pohcies  in 
the  various  component  parts  must  not  conflict.  In  some  cases,  the 
Treaty  requires  no  more  than  adequate  co-ordination  of  national 
pohcies:  in  others  it  specifically  calls  for  the  replacement  of  separate 
national  pohcies  by  a  single  policy  embracing  the  whole  of  the  Com- 
mon Market.  Moreover,  even  in  sectors  to  which  the  Treaty  makes 
httle  or  no  specific  reference,  the  growing  inter-dependence  of  the 
national  economies  resulting  from  freer  movement  of  goods  and  of 
factors  of  production  has  already  begun  to  make  the  governments 
aware  of  the  need  to  co-ordinate  their  policies;  and  this  reahsation  will 
be  brought  home  to  them  to  an  ever-increasing  extent. 

The  harmonisation  of  national  pohcies — and  a  fortiori  the  adoption 
of  a  common  'Community  pohcy' — is  a  much  more  complex  and  far- 
reaching  step  than  the  removal  of  discrimination.  It  impinges  more 
sharply  and  directly  on  national  autonomy  and  on  vested  interests  of 
all  kinds.  That  is  why  the  first  four-year  stage  of  the  transitional  period 
was  devoted  essentially  to  clearing  the  ground  by  getting  the  removal 
of  barriers  and  discrimination  under  way.  The  second  stage,  which 
began  for  the  Six  member  countries  in  January  1962,  has  already  begun 
to  see  common  or  co-ordinated  policies  worked  out  and  in  some  cases 
the  first  steps  taken  in  applying  theni.^  hi  commercial  pohcy  the 
ground- work  had  been  started  during  the  first  stage ;  in  agriculture  the 

^  The  early  months  of  1962,  when  these  chapters  were  being  written,  saw 
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first  major  decisions  had  to  be  taken  as  a  condition  of  the  move  to  the 
second  stage,  and  started  coming  into  effect  on  July  ist,  1962;  in  other 
sectors — transport,  energy,  or  monetary  pohcy — there  is  still  a  long 
way  to  go,  and  the  basic  decisions  on  the  shape  of  the  policy  have  often 
still  to  be  taken.  Yet  in  all  these  fields,  and  others  too,  the  end  of  the 
transitional  period  (1970  or  probably  even  sooner)  should  see 
either  a  single  policy  for  the  Community  or  at  least  the  closest 
collaboration  between  the  member  governments  in  the  pohcies  they 
apply. 

It  is  evident  that  the  fields  of  pohcy  dealt  with  below,  although  at 
present  treated  separately  by  the  Community  authorities  who  have  to 
follow  the  outhne  of  the  Treaty,  cannot  be  kept  in  water-tight  com- 
partments :  they  inter-act  and  are  inter-dependent,  as  will  emerge  to  a 
growing  extent.  To  take  only  one  example,  regional  plaiming,  the 
activities  of  the  Investment  Bank  and  the  Social  Fund,  farm  structure 
pohcy,  and  vocational  training  pohcy  are  all  aspects  of  one  problem: 
that  of  the  smooth  transfer  of  manpower  from  farming  to  industry. 
Although  there  is  little  sign  of  it  as  yet,  such  links  can  hardly  fail  to 
increase  the  importance  of  the  Common  Market  Commission,  as  the 
only  body  in  a  position  to  ensure  co-ordination  both  between  national 
pohcies  (though  without  necessarily  supplanting  them)  and  between 
Community  policies  in  the  various  sectors. 


A  COMMON  COMMERCIAL  POLICY 

It  has  often  been  stressed  by  the  Six  that  outsiders  should  not  make  the 
mistake  of  thinking  of  the  Common  Market  merely  as  a  commercial 
arrangement.  It  is  vinderstandable,  however,  that  this  is  the  aspect  which 
should  have  attracted  the  most  attention,  for  it  is  the  field  where  the 
need  for  a  merger  of  national  policies  into  joint  Community  action  is 
the  most  urgent  and  the  most  clearly  evident.  A  common  com- 
mercial pohcy  is  the  logical  consequence  of  a  common  external  tariff, 
which  makes  the  Community  a  single  unit  as  far  as  its  trading  relations 
with  the  rest  of  the  world  are  concerned. 

almost  daily  developments  in  all  the  fields  dealt  with  below:  the  account  given 
here,  based  on  the  situation  and  probable  developments  towards  the  middle  of 
May,  will  already  have  been  out-dated  in  many  respects — with  the  outlines  of 
Community  poHcy  emerging  more  clearly — by  the  time  this  book  appears.  I  have 
therefore  attempted  above  all  to  indicate  the  hnes  along  which  agreement  seems 
likely. 

71 


THE  EUROPEAN  COMMUNITY 

The  Treaty  (Arts.  110-116)  provides  for  progressive  co-ordination  of 
national  policies  during  the  transitional  period  and  after  that  the  appli- 
cation in  relations  w^ith  the  outside  v^^orld  of  a  common  policy  based 
on  uniform  principles  covering  tariff  changes,  trade  and  tariff  agree- 
ments, export  policy,  and  'defensive  trade  poHcy'  (including  reactions 
to  dumping  from  abroad). 

Although  the  Treaty  lays  down  no  time-hmits,  pressure  of  events 
has  left  the  Six  v^^ith  httle  option  but  to  begin  at  once  to  work  out  a 
common  policy.  We  saw  above  how  difficult  it  proved  for  them  to 
negotiate  some  of  the  crucial  duties  in  the  Common  External  Tariff. 
Once  fixed,  although  it  wiU  be  several  years  before  national  duties  are 
fmally  aligned  upon  it,  that  Tariff  became  in  a  very  real  sense  the  basic 
instrument  of  the  Community's  commercial  policy. 

In  the  first  place,  the  granting  of  tariff  quotas  (quantities  of  a  given 
product  which  may  be  imported  either  into  a  particular  member 
country  or  into  the  Common  Market  as  a  whole,  duty-free  or  at  a 
reduced  rate  of  duty)  is  now  a  matter  for  joint  decision.  For  a  certain 
number  of  products  it  is  the  EEC  Commission  which  has  the  power  to 
grant  tariff  quotas,  for  a  specific  period,  if  member  States  can  show  that 
their  processing  industries  are  suffering  from  a  shortage.  In  its  decisions 
taken  so  far,  the  Commission  has  examined  each  case  on  its  merits,  and 
has  not  hesitated  to  refuse  quotas,  or  to  grant  considerably  smaller  ones 
than  were  apphed  for,  basing  its  ruhng  on  the  interests  of  the  Com- 
mumty  as  a  whole:  on  a  number  of  occasions,  when  the  member  State 
applying  claimed  that  adequate  suppHes  were  not  available  in  the 
Community,  the  Commission  organised  meetings  between  consumer 
industries  in  the  country  concerned  and  producers  in  other  member 
countries  with  a  view  to  stimulating  the  flow  of  intra-Community 
trade.  For  other  goods,  for  which  member  States  traditionally  depend 
upon  suppHes  from  third  countries  (and  thus  could  be  adversely  affected 
by  having  to  apply  a  stiff  duty  under  the  Tariff),  the  Commission  makes 
annual  proposals  on  the  quotas  to  be  granted  for  the  year,  but  it  is  the 
Council  of  Ministers  which  takes  the  decision,  by  a  quahfied  majority.^ 
In  addition  the  EEC  Commission  has  the  power,  which  it  has  used  in 
some  cases,  of  permitting  member  States  to  delay  the  ahgnment  of 
their  national  customs  duties  on  the  Common  Tariff.  Early  in  1962  the 
first  hesitant  steps  towards  a  common  export  pohcy  were  taken,  when 
the  EEC  Commission  recommended  to  member  governments  to 

'  See  Chapter  7  below  for  an  explanation  of  the  significance  of  'qualified 
majority'  voting. 
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restrict  the  export  of  one  or  two  products  in  short  supply  in  the  Com- 
munity as  a  whole. 

A  second  major  aspect  of  a  common  commercial  policy  is  the  re- 
quirement that  negotiations  with  non-member  countries  about  the 
level  of  the  Tariff  should  be  carried  out  by  the  Community  as  a  whole. 
It  is  the  EEC  Commission  which  is  charged  with  conducting  the  nego- 
tiations (Art.  Ill)  under  the  terms  of  a  mandate  from  the  Council  of 
Ministers,  and  with  the  advice  of  a  Special  Committee  set  up  by  the 
Council.  As  we  saw  in  the  previous  chapter,  the  Six  have  already 
negotiated  about  the  level  of  the  Tariff  with  their  parmers  in  G  ATT. 
One  of  their  first  major  acts  of  concerted  pohcy  was  to  offer  an  across- 
the-board  cut  of  20  per  cent  in  the  Tariff  (with  a  hmited  number  of 
exceptions)  before  it  was  ever  applied,  if  other  major  trading  countries, 
and  in  particular  the  United  Kingdom  and  the  United  States,  would 
reciprocate.  The  GATT  Tariff  Conference  which  went  on  throughout 
most  of  196 1  and  well  into  1962  provided  them  with  an  excellent 
grounding  in  the  difficulties  of  achieving,  on  every  point  to  be  negoti- 
ated, a  common  position  which  all  the  member  countries  could  accept. 
Time  after  time  points  which  cropped  up  in  Geneva  in  the  negotiations 
with  one  or  other  country  had  to  be  referred  back  to  the  Ministers  in 
Brussels;  on  one  occasion  it  was  rumoured  that  a  possible  package  deal 
had  fallen  through  because  the  Belgian  Minister  felt  unable  to  accept  a 
further  half-a-per-cent  cut  in  the  Common  Tariff  on  component  parts 
for  cars. 

The  results  achieved  in  the  negotiations  were  less  than  had  been 
hoped,  and  varied  greatly  from  country  to  country.  The  main  agree- 
ment negotiated  was  with  the  United  States,  and  involved  reductions 
in  the  American  tariff  and  the  future  Common  Tariff  of  the  Com- 
munity affecting  a  flow  of  trade  worth  some  $1,600  million.  This  was 
clearly  a  major  act  of  common  policy,  which  did  much  to  bring  the 
importance  of  the  Community  as  a  trading  unit  home  to  non-member 
countries. 

By  the  end  of  the  transitional  period  all  tariff  or  trade  agreements  of 
any  kind  with  non-member  coimtries  will  have  to  be  negotiated  for 
the  Common  Market  as  a  whole — and  by  the  EEC  Commission.  For 
the  moment,  the  first  steps  have  been  taken  to  harmonise  the  separate 
agreements  which  the  member  countries  remain  free  to  conclude.  In 
July  i960  it  was  agreed  that  all  new  agreements  with  non-member 
countries  should  henceforth  contain  a  'Community  clause'  under  which 
they  could  be  revised  as  and  when  Common  Market  developments 
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made  it  necessary.  In  May  1961  the  Six  went  a  step  further  and  accepted 
a  procedure  for  prior  consultation  with  their  Common  Market  partners 
and  the  EEC  Commission  before  concluding  any  trade  agreement:  it 
was  also  decided  that  no  new  separate  agreements  out-running  the 
transitional  period  should  be  signed  by  member  countries. 

Since  trade  and  aid  are  now  recognised  to  be  the  two  sides  of  one 
coin,  it  is  reasonable  to  include  under  the  heading  of  commercial  policy 
the  whole  of  the  Six's  policy  towards  the  under-developed  world  (other 
than  their  associated  African  States).  It  was  in  March  i960  that  the 
Finance  Ministers  of  the  Six  set  up  an  ad  hoc  group  to  look  into  the 
possibihty  of  co-ordinating  their  policy  in  the  field  of  aid.  When  the 
Development  Aid  Group  was  set  up  (a  sort  of  club  of  the  major  in- 
dustriahsed  countries,  intended  as  a  forum  for  the  discussion  of  pohcy 
on  aid  to  the  under-developed  countries)  those  of  the  Six  who  were 
members  met  first  to  co-ordinate  their  approach.  In  May  i960  the  ad 
hoc  Committee  was  turned  into  a  permanent  body  which  provides  a 
framework  for  regular  consultation  between  high  officials  on  general 
development-aid  policy.  In  addition  the  Six  now  exchange  informa- 
tion on  specific  technical  assistance  projects  as  a  first  step  towards  co- 
ordination. 

A  particularly  complex  aspect  of  commercial  pohcy,  but  a  crucial 
one  for  trade  with  the  less-developed  countries  in  particular,  is  that  of 
export  credit  guarantees,  credit  insurance,  and  direct  financial  credit  for 
trade.  Its  importance  derives  from  the  fact  that  the  less  developed 
countries  increasingly  seek  to  pay  for  their  imports  over  long  periods, 
and  that  differing  national  policies  as  regards  the  credits  which  exporters 
must  therefore  obtain  could  give  traders  in  one  or  other  country  a 
marked  advantage  over  their  competitors.  There  already  exists  an 
international  agreement,  known  as  the  Berne  Union,  laying  down 
rules  for  credits  up  to  five  years.  The  Six  agreed  in  May  1962,  by  a 
formal  Council  decision,  to  compulsory  prior  consultation  in  all 
cases  where  they  intend  to  give  direct  or  indirect  State  guarantees, 
partial  or  total,  for  credits  to  exporters  covering  periods  longer  than 
five  years.  As  far  as  the  granting  of  direct  financial  advances  to  the  traders 
by  the  government  or  other  public  authorities  is  concerned  (again  for 
over  five  years),  there  is  for  the  moment  only  an  agreement  to  exchange 
information,  as  is  also  the  case  for  national  policy  in  the  field  of  export 
credit  insurance.  A  certain  amount  of  progress  has  however  been  made 
towards  bringing  the  various  national  systems  into  line,  and  work  is 
being  actively  continued. 
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One  field  in  which  the  Six  are  under  strong  pressure  to  concert  their 
attitudes  and  their  poHcy  is  that  of  trade  relations  with  Latin  America. 
On  the  one  hand  the  Latin-American  countries  are  a  traditional  and 
rapidly  expanding  market  for  European  exports,  mainly  of  manufac- 
tures and  investment  goods:  on  the  other,  more  important  still,  they 
are  major  exporters  of  commodities,  and  above  all  of  coffee,  to  the 
Community.  They  have  seen  their  export  trade  threatened  by  the 
preferences  granted  by  the  Six  to  their  associated  States  in  Africa,  or 
else,  in  other  cases,  by  the  possible  effects  of  the  common  farm  pohcy. 
In  July  i960  Brazil,  which  had  been  one  of  the  most  outspoken  critics 
of  Community  policy  at  successive  GATT  sessions,  took  the  lead  in 
asking  the  Six  for  a  statement  of  their  pohcy  on  such  matters  as  long- 
term  contracts  and  the  stabilisation  of  world  commodity  prices.  A 
similar  note  to  the  Six  from  Argentina  followed,  and  in  May  1962  a 
representative  of  the  Organisation  of  American  States  arrived  in 
Brussels  to  explain  the  concern  of  the  14  coffee-exporting  countries 
of  the  area.  It  was  not  until  early  in  1962,  however,  that  the  Council  of 
Ministers  began  considering  relations  with  Latin  America  as  a  specific 
problem,  and  there  is  at  present  no  indication  of  what  attitude  the  Com- 
munity will  officially  take:  it  seems  bound  to  depend  on  their  new 
association  with  the  African  States,  on  the  settlement  reached  for  the 
Commonwealth  countries  in  the  event  of  British  entry,  and  on  future 
tariff  talks  with  the  United  States. 


A  LIBERAL   COMMUNITY? 

Even  with  its  Six  founder  members  alone  the  Community  is  the 
world's  biggest  importer  of  commodities.  Its  commercial  policy  will 
inevitably  be  of  major  importance  for  the  whole  free  world  economy, 
and  it  is  therefore  natural  to  ask  whether  that  policy  has  shown  signs 
of  developing  along  sufficiently  liberal  lines. 

As  far  as  the  actual  level  of  the  Common  External  Tariff  is  concerned 
most  of  the  criticism  which  it  provoked  came  as  we  have  seen  from 
countries  which  were  to  be  faced  with  higher  duties  in  their  traditional 
markets  (Benelux  or  Germany)  as  a  result  of  ahgnments  on  the  tariff: 
the  Six  however  firmly  defended  the  view  that  the  overall  level  of  the 
Common  Tariff  represented  no  increase  in  total  protection.  Since  then 
the  offer  of  a  20  per  cent  cut  in  the  level  of  the  Tariff  (although  in  the 
end  it  did  not  amount  to  so  much)  was  a  practical  and  significant 
indication  of  the  Community's  liberal  intentions.  But  the  fact  that  for 
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a  number  of  important  products  the  reduction  offered  (and  eventually 
granted)  was  considerably  less  than  20  per  cent  reflects  the  problem 
which  the  Community  faces  over  its  commercial  pohcy.  The  state- 
ments and  actions  of  the  EEC  Commission  leave  no  shadow  of  doubt 
that  it  would  like  the  Community's  pohcy  to  be  a  hberal  one,  contrib- 
uting to  the  expansion  of  world  trade:  but  many  of  the  vital  duties  in 
the  CET  already  represent  the  result  of  tough  bargaining  (completed 
only  in  1961)  and  the  countries  concerned  are  loth  to  accept  further 
concessions. 

The  effects  on  the  Community's  external  trade  of  the  common  agri- 
cultural pohcy  cannot  as  yet  be  clearly  discerned:  they  wiU  depend 
essentially  on  the  price  levels  which  are  set,  and  also  on  whether  and 
at  what  rate  it  leads  to  increased  self-sufficiency  in  foodstuffs.  As  we 
shall  see  below  the  existence  of  the  Community,  and  the  reactions  of 
other  countries,  may  provide  the  necessary  stimulus  for  the  conclusion 
of  commodity  agreements  at  the  world  level. 

This  may  also  prove  true  for  tropical  products.  In  the  meantime  the 
proposals  for  major  reductions  in  the  Common  External  Tariff  on  some 
tropical  products  as  part  of  the  new  agreement  on  the  Association  with 
the  African  States  (see  below,  pp.  126-130)  are  a  distinctly  hberal  move. 
It  may  be  added  that  a  reduction  in  internal  taxation  on  tropical  pro- 
ducts in  some  member  countries  would  also  be  a  major  move  in  a 
liberal  direction. 

It  is  difficult  to  make  any  clear-cut  judgment  on  the  Community's 
emergent  commercial  policy.  During  its  first  years  it  has  proved  far 
less  protectionist  than  its  critics  had  feared,  and  probably  ratlier  more 
liberal  than  even  the  optimists  had  hoped.  The  entry  of  Britain, 
Norway  and  Denmark  would  mean  such  a  radical  change  in  its  posi- 
tion that  it  seems  pointless  to  make  forecasts,  save  that  the  influence  of 
these  countries  is  bound  to  be  in  favour  of  a  more  hberal  Community 
policy. 


MONETARY   AND   GENERAL   ECONOMIC   POLICY: 
CO-ORDINATION   AS   A   FIRST   STEP 

Governmental  economic  policy  in  all  its  complex  aspects — budgetary 
pohcy  (taxation  and  expenditure),  monetary  policy  (interest  rates, 
exchange  rates),  investment,  etc. — constitutes  an  interlocking  and  inter- 
acting whole.  The  authors  of  the  Rome  Treaty  did  not  go  so  far  as  to 
suggest  that  the  member  States  should  adopt  a  common  economic 

76 


COMMON  POLICIES 

policy,  or  even  harmonise  their  economic  poUcies  as  such.  All  that  is 
required,  under  the  section-heading  'economic  pohcy',  is  a  sufficient 
degree  of  co-ordination  to  ensure  the  maintenance  of  an  overall  balance 
of  payments  equilibrium.  There  is  also  an  admonishment  to  the  mem- 
ber States  to  'consider  their  business  cycle  pohcy  as  a  matter  of 
common  interest',  and  one  reference  to  'the  co-ordination  of  monetary 
poUcies', 

It  is  httle  enough  to  build  on,  but  after  four  years  of  continuous  con- 
sultation and  preliminary  study  of  the  impHcations  of  the  growth  of 
integration,  it  is  beginning  to  be  possible  to  discern  the  pattern  of  future 
co-ordination  between  the  member  countries  in  the  various  fields  of 
economic  pohcy,  if  not  perhaps  the  speed  at  which  such  co-ordination 
will  develop  or  the  extent  to  which  it  will  eventually  be  carried. 

The  incentive  has  come  in  part  from  the  activities  of  the  EEC  Com- 
mission, which  has  reahsed  from  the  start  that  monetary  and  budgetary 
policy  will  be  crucial  for  the  final  development  of  the  Common 
Market,  and  in  part  from  the  logic  of  developing  integration:  the 
removal  of  restrictions  on  trade  and  on  capital  movements  means 
growing  inter-dependence  between  the  economies  and  that  in  turn 
makes  co-ordination  of  pohcies  a  growing  necessity. 

Since  July  1959  the  Finance  Ministers  of  the  member  countries  have 
met  regularly  once  every  three  months  in  the  different  national  capitals 
of  the  Community.  These  meetings  (not  strictly  within  the  framework 
of  the  EEC  Council)  have  provided  the  opportunity  for  a  continuous 
exchange  of  views  on  every  economic  and  financial  aspect  of  the 
Common  Market.  The  discussions  are  frank  and  wide-ranging,  and 
representatives  of  the  Commission  are  present  and  express  their  views. 
Apart  from  the  general  economic  situation,  or  the  problems  of  one  or 
other  member  country,  the  Ministers  have  talked  at  various  times  about 
monetary  co-operation,  aid  to  under-developed  countries,  harmonisa- 
tion  of  taxation  policy  and  methods,  freeing  of  capital  movements,  and 
many  other  problems.  Such  meetings,  and  the  similar  ones  at  lower 
levels  of  the  hierarchy  organised  by  the  EEC  Commission,  have  created 
a  tradition  of  consultation  and  co-operation  which  has  paved  the  way 
for  the  acceptance  of  the  first  practical  measures  adopted,  at  the  instiga- 
tion of  the  Commission,  in  the  various  fields. 

FROM  ECONOMIC   DIAGNOSIS   TO   ECONOMIC   THERAPY 

Each  member  State  shall  practise  the  economic  policy  necessary  to 
ensure  the  balance  of  its  overall  balance  of  payments  and  to  maintain 
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confidence  in  its  currency,  whilst  taking  care  to  ensure  a  high  level  of 
employment  and  price  stability'.  So  runs  Article  104.  'Business  cycle 
policy' — which  covers  all  aspects  of  economic  policy  aimed  at  main- 
taining an  optimum  level  of  activity,  in  an  expanding  economy,  with 
full  employment  and  a  healthy  balance  of  payments  (or,  to  take  the 
negative  view,  at  preventing  a  recession) — is  the  field  where  the  EEC 
Commission  has  done  the  most  to  prepare  the  way  for  co-ordination 
of  national  poUcies.  Any  real  degree  of  co-ordination  remains  however 
only  a  target  for  the  future:  the  general  climate  of  expansion  during 
the  first  four  years  of  the  Common  Market  has  prevented  any  major 
problems  from  occurring  where  national  pohcies  might  have  clashed;^ 
and  on  the  other  hand  the  need  for  co-ordination  which  will  result 
from  the  lowering  of  barriers  to  the  movement  of  goods  and  of  the 
factors  of  production  is  only  just  beginning  to  make  itself  felt. 

Meanwhile  the  Commission  has  from  the  very  start  set  out  to  pro- 
vide the  necessary  basis  for  co-ordinated  action,  by  studying  constantly 
and  in  the  fullest  detail  the  economic  situation  in  the  member  States 
and  in  the  Community  as  a  whole.  Its  various  studies  provide  in  pub- 
lished form  a  complete  picture  of  the  economic  situation  at  any  given 
time,  the  recent  trends  and  foreseeable  future  developments — such  as 
was  not  previously  available,  in  some  cases  at  least,  in  the  member 
countries.  There  are  monthly  'graphs  and  brief  notes'  on  the  behaviour 
of  the  various  economic  factors  (trade  figures,  employment,  output, 
prices,  etc.),  full  quarterly  reports  summing  up  trends  and  prospects, 
and  a  detailed  annual  survey.  In  its  quarterly  reports  in  particular  the 
Commission  makes  constructive  suggestions  about  the  poHcies  which 
the  member  governments  should  adopt  in  the  best  interests  of  the 
Community  as  a  whole ;  when  Germany  was  facing  a  continual  balance 
of  payments  surplus,  for  instance,  the  Commission  persistendy  called 
on  her  to  take  steps  to  increase  her  imports  and  also  to  expand  the  flow 
of  capital  to  imder-developed  countries. 

In  May  i960  the  Commission  set  up  a  Business  Cycle  Committee,  of 
top-level  economic  experts  from  the  member  covmtries,  to  advise  it  on 
economic  trends,  and  the  recommendations  to  member  countries  are 
based  on  the  advice  of  this  Committee.  Early  in  1962,  with  a  view  to 
improving  its  economic  forecasting,  it  concluded  an  agreement  with 
the  national  governments  and  economic  institutes  for  regular  direct 

^  In  the  E.C.S.C.,  however,  such  problems  have  arisen  in  a  very  acute  form  in 
the  energy  field.  The  High  Authority  has  had  only  a  very  limited  success  in 
tackling  them. 
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investigations,  according  to  a  uniform  formula,  into  businessmen  s 
expectations  of  future  economic  trends. 

All  this,  however,  comes  under  what  Mr.  Kapteyn,  a  Dutch  Socialist 
M.P.,  in  a  report  to  the  European  Parhamentary  Assembly  in  February 
1962,  called  'economic  diagnosis'.  On  that  occasion,  as  on  others  before 
and  since,  the  Parliament  adopted  a  resolution  calUng  for  the  'diagnosis* 
to  be  followed  by  economic  'therapy' — some  positive  action  to  co- 
ordinate national  poHcies.  It  has  been  increasingly  reahsed  of  late  that 
the  removal  of  trade  barriers  not  only  increases  the  repercussions  of 
one  country's  economic  situation  and  pohcy  upon  its  neighbours,  but 
at  the  same  time  removes  5ome  of  the  major  instruments — quotas, 
protective  tariffs,  etc. — by  which  the  economic  situation  was  previously 
controlled.  As  a  result  the  Commission  and  the  Business  Cycle  Com- 
mittee began  in  1961  a  detailed  examination  of  the  instruments  ot 
economic  poHcy  available  in  the  different  member  countries  (whilst 
the  Monetary  Committee  as  we  shall  see  did  the  same  for  monetary 
policy).  M.  Robert  Marjolin,  the  member  of  the  EEC  Commission 
responsible  for  economic  pohcy  questions,  has  repeatedly  insisted 
on  the  need  to  be  ready  to  undertake  co-ordinated  action  should 
the  boom  conditions  which  the  Community  has  so  far  known  show 
signs  of  ending.  Clearly  co-ordination  would  be  far  more  important 
in  the  event  of  economic  difficulties,  and  harder  to  achieve  unless 
worked  out  in  advance. 

One  positive  step  which  will  be  carried  out  for  the  first  time  in  1962 
is  the  drawing  up  by  all  the  member  States  of  national  'economic 
budgets'.  This  was  an  idea  put  forward  by  the  Business  Cycle  Com- 
mittee and  approved  by  national  experts  when  put  to  them  by  the 
Commission.  Economic  budgets  constitute  a  detailed  quantitative  esti- 
mate of  the  development  of  the  economy  in  the  following  year,  drawn 
up  under  the  same  headings  and  in  the  same  form  as  the  national 
accounts.  The  system  was  hitherto  practised  only  in  the  Netherlands 
and  in  France :  in  the  autumn  of  1962  all  the  member  countries  will 
work  out  such  budgets  and  present  them  to  the  Commission,  which 
will  then  use  them  as  a  basis  for  elaborating  a  single  'economic  budget 
for  the  Community  as  a  whole.  This  will  remain  confidential,  but  will 
be  used  by  the  Business  Cycle  Committee  and  the  Monetary  Com- 
mittee when  consulted  by  the  Commission. 

MONETARY   POLICY 

In  the  monetary  field,  too,  increasingly  free  trade,  and  above  all  the 
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freeing  of  capital  movements,  will  make  the  co-ordination  of  national 
policies  more  and  more  necessary.  National  policies  on  bank  credit, 
interest  rates,  and  of  course  exchange  rates  will  inter-act  to  an  increasing 
extent.  As  was  mentioned  above,  capital  movements  between  member 
States  cannot  be  entirely  freed  until  there  is  sufficient  co-ordination  of 
monetary  poHcies  to  prevent  movements  of  hot  money:  changes  in 
national  exchange  rates — revaluation  up  or  down  in  terms  of  the  dollar 
— can  prove  vital  if  the  overall  balance  of  payments  equihbrium  is  to 
be  maintained;  and  in  the  long  run,  as  the  European  Parliament  recog- 
nised in  a  resolution  adopted  in  May  1962,  *A  common  monetary 
policy  is  an  essential  condition  for  achieving  the  economic  and  poHtical 
unity  of  Europe'. 

Such  progress  as  has  so  far  been  made  towards  co-ordination  of 
monetary  policies  is  largely  due  to  the  work  of  the  Monetary  Com- 
mittee, an  advisory  body  set  up  (Art.  105)  in  1958  'to  promote  the  co- 
ordination of  the  policies  of  the  member  States  in  the  monetary  field 
in  so  far  as  is  necessary  for  the  smooth  running  of  the  Common 
Market'.  Composed  of  two  representatives  of  each  member  State  (in 
most  cases  one  is  a  high-ranking  Treasury  official,  the  other  from  the 
Central  Bank)  and  two  representatives  of  the  EEC  Commission,  it  has 
become  as  was  intended  a  forum  for  fuU  and  frank  consultation,  and  as 
such  has  begun  to  play  a  role  of  considerable  importance. 

Meeting  once  a  month,  the  Committee  examines  on  each  occasion 
the  monetary  and  financial  situation  in  one  of  the  member  States:  a 
representative  of  the  country  due  for  its  'check-up'  makes  a  full  report 
on  the  situation  and  on  the  policy  being  followed,  and  a  member  from 
another  country  then  follows  up  with  a  coimter-report  pin-pointing 
problems  or  matters  which  seem  open  to  criticism.  The  discussion 
which  follows  is  frank  and  can  even  be  outspoken,  and  particular 
aspects  of  a  member  country's  policy  may  be  freely  criticised.  In  view 
of  Article  107,  which  requires  member  States  to  treat  their  exchange 
rate  policy  as  a  matter  of  common  interest,  particular  attention  is  paid 
to  keeping  the  gap  between  official  and  market  exchange  rates  within 
reasonable  limits. 

The  Monetary  Committee  is  also  the  scene  of  wide-ranging  dis- 
cussions on  the  general  monetary  and  financial  situation  and  its  imph- 
cations  for  pohcy.  Amongst  the  problems  which  have  been  thoroughly 
thrashed  out  is  the  question  of  the  monetary  implications  of  Britain's 
joining  the  Commiunity:  whether  and  how  devaluation  of  the  pound 
might  be  avoided  (either  before  or  after  the  accession),  and  even  the 
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heretical  question  of  whether  in  view  of  the  dangerous  imphcations  of 
a  sterhng  devaluation  it  might  not  on  the  contrary  be  desirable  to 
revalue  the  lira  and  the  French  franc  upwards  instead. 

The  recommendations  which  the  Committee  makes  to  the  Com- 
mission and  to  the  Council  on  the  basis  of  its  discussions  carry  con- 
siderable weight,  particularly  as  they  remain  strictly  confidential. 
Moreover,  the  Chairman  of  the  Committee  attends  the  meetings  of 
the  Finance  Ministers,  to  whom  he  presents  the  Committee's  views  and 
preoccupations.  On  the  other  hand  the  influence  of  the  Committee 
must  not  be  over-estimated:  it  remains  in  the  last  resort  only  a  valuable 
forum  for  consultation.  To  quote  its  own  Fourth  Annual  Report  (April 
1962) : 

'The  work  of  the  Monetary  Committee  has  enabled  those  respons- 
ible for  the  monetary  poHcy  of  the  member  States  to  become  better 
acquainted  with  the  economic  and  financial  structures  of  the  partner 
countries,  to  achieve  a  better  understanding  of  the  polhcy  followed 
in  the  neighbouring  countries,  and  above  all  a  feeling  of  collective 
responsibility  for  the  objectives  of  the  Community.' 
Nevertheless,  the  tradition  of  consultation  was  not  deeply  enough 
rooted  in  May  196 1  to  prevent  the  German  Government  carrying  out 
its  revaluation  of  the  D-Mark  without  informing  in  advance  either  the 
Commission  or  the  Monetary  Committee,  or  even  its  partners,  so  that 
the  Dutch  Cabinet  was  obHged  to  follow  suit  with  a  snap  decision  and 
itself  had  no  time  for  proper  consultation  with  its  Benelux  partoers. 
True,  the  decision  was  along  the  lines  the  Monetary  Committee  had 
agreed  would  be  suitable,  and  which  the  Commission  had  recommen- 
ded: but  consultation  about  the  level  or  timing  of  the  action  was  com- 
pletely lacking. 

The  Monetary  Committee  has  also  been  concerned  with  the  role  of 
the  Community  in  relation  to  wider  monetary  problems,  especially 
that  of  the  position  of  the  dollar.  In  1961  it  carried  out  a  study  of  the 
problems  of  international  liquidity,  estimating  the  value  of  the  various 
more  or  less  academic  schemes  then  under  discussion  in  monetary 
quarters.  The  starting  point  for  the  study  was  a  general  acceptance  of 
the  Community's  monetary  responsibihties,  especially  in  view  of  the 
strength  of  its  currencies  in  relation  to  the  weakened  doUar  and  pound. 
The  Committee  also  made  a  detailed  examination  of  possible  concerted 
action  by  the  Six  in  the  framework  of  the  International  Monetary 
Fund,  and  it  is  worth  noting  that  of  the  grants  made  through  the  IMF 
to  assist  sterhng  at  the  end  of  1961  the  Common  Market  countries 
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contributed  $1,050  million  (as  against  $650  million  from  the  United 
States) — ^40  per  cent  of  the  total,  whereas  their  original  quotas 
totalled  only  10  per  cent  of  IMF  funds. 

Also  in  1961,  at  the  request  of  the  EEC  Commission,  the  Committee 
undertook  a  full  enquiry  into  the  instruments  of  monetary  pohcy 
available  to  the  authorities  in  the  member  States  to  influence  economic 
trends  and  in  particular  to  meet  a  possible  eventual  recession.  The 
conclusion  was  reached  that  the  differences  from  one  country  to 
another  in  the  range  of  steps  available  had  been  considerably 
narrowed  since  1958,  several  countries  having  added  new  possibiHties 
to  their  armoury,  but  that  the  situation  could  and  should  be  further 
harmonised. 

Such  a  study  was  intended  by  the  Commission  to  provide  the  neces- 
sary groundwork  for  co-ordination  of  national  policies,  which  means 
essentially  that  the  authorities  should  take  into  account  what  effects  any 
measure  they  are  adopting  wiU  have  on  other  member  countries,  and 
further  that  they  should  see  what  positive  steps  they  can  take  to  im- 
prove the  situation  in  the  Community  as  a  whole.  There  is  no  question 
for  the  moment  of  expecting  the  member  countries  to  use,  or  even  to 
have  available,  exactly  the  same  range  of  measures  of  monetary  poUcy : 
the  differences  between  banking  structures,  and  between  relations  with 
the  outside  world,  make  this  impossible,  at  least  for  the  time  being. 
The  aim  is  only  that,  as  the  removal  of  obstacles  to  the  flow  of  goods 
and  capital  makes  monetary  poHcy  relatively  more  important  as  a 
means  of  guiding  the  economy,  aU  the  member  countries  should  have 
an  adequate  range  of  instruments  available  and  should  use  them  in  a 
co-ordinated  way. 

'mutual  aid' 
This  seems  an  appropriate  point  to  examine  the  detailed  provision  that 
is  made  in  the  Treaty  (Arts.  108,  109)  for  the  case  where  a  member 
country  runs  into  balance  of  payments  difficulties.  Whilst  none  of  the 
present  member  countries  has  so  far  had  to  invoke  its  aid,  it  could 
provide  the  framework  for  helping  Britain  to  overcome  any 
possible  payments  difficulties  on  or  after  her  entry  to  the  Common 
Market. 

The  system  works  as  follows.  When  a  member  State  meets  serious 
balance  of  payments  difficulties,  the  Commission  examines  its  situation 
and  makes  recommendations  to  it  on  the  policy  it  should  adopt:  such 
recommendations  being  of  course  the  fruit  of  discussions  with  the 
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country  concerned  in  the  Monetary  Committee.  If  the  action  the 
member  State  then  takes  should  prove  inadequate,  there  is  a  second 
stage.  After  formally  consulting  the  Monetary  Committee,  the  Com- 
mission can  recommend  to  the  Council  of  Ministers  to  grant  the  State 
the  benefit  of 'mutual  aid',  the  necessary  decision  being  taken  by  a  qual- 
ified majority.  The  scope  available  for  mutual  aid  is  considerable :  it  may 
take  the  form  of  concerted  action  by  the  member  States  in  or  through 
an  international  organisation  (this  would  correspond  almost  exactly  to 
the  action  by  which  the  pound  was  bolstered  through  the  IMF  in  196 1) ; 
steps  to  avoid  deflection  of  trade  whilst  the  country  in  question  is 
authorised  to  maintain  or  even  re-impose  import  restrictions  on  trade 
with  non-member  countries ;  or  the  granting  of  credit  facihties  by  the 
other  member  States.  During  the  transitional  period  the  mutual  aid  can 
also  take  the  form  of  special  customs  reductions  to  encourage  the 
exports  of  the  country  in  difficulties. 

As  a  last  resort,  if  the  mutual  aid  proves  inadequate  (or  in  the  event 
of  the  Council's  refusing  to  grant  it)  the  Commission  may  authorise 
the  member  State  to  apply  specifically  defined  escape  clauses — though 
the  Council  may  revoke  or  change  these  by  a  qualified  majority.  In  a 
case  of  emergency  (not  defined  in  precise  terms)  a  member  State  may 
off  its  own  bat  take  the  steps  it  feels  essential  to  meet  a  balance  of  pay- 
ments crisis,  provided  it  informs  the  Commission  and  the  other 
member  States.  The  Council,  on  the  advice  of  the  Commission  and  the 
Monetary  Committee,  may  later  require  it  to  revoke  or  alter  such 
emergency  measures.  In  view  of  the  machinery  for  continual  consulta- 
tion and  the  wide  scope  offered  for  the  other  member  countries  to  rally 
round,  it  seems  however  unlikely  that  a  member  State  would  be 
obhged  to  take  unilateral  action  which  the  Council  might  later  dis- 
approve. 

TOWARDS   A   COMMON   CURRENCY 

As  in  other  fields  co-ordination  of  national  policies  is  seen  as  being  the 
first  step  towards  the  adoption  of  a  common  policy,  which  in  the 
monetary  field  will  be  essential  when  the  last  barriers  between  the 
economies  are  removed.^  In  1961  JeanMonnet's  Action  Committee  for 
the  United  States  of  Europe,  whose  proposals  tend  to  foreshadow 
future  developments  in  the  process  of  integration,  put  forward  a  plan 
for  the  creation,  as  a  first  step  towards  a  common  pohcy  and  a  common 
currency,  of  a  European  Reserve  Union.  Modelled  on  the  United 
^  For  a  fuller  discussion  of  this  problem  see  Chapter  2  of  Part  III  below. 
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States  Federal  Reserve  Board,  it  would  consist  of  credits  made  avail- 
able from  the  central  banks,  and  thus  provide  an  organic  hnk  between 
the  six  currencies,  and  a  backing  for  each  of  them.  It  would  foUow  an 
autonomous  poHcy,  and  serve  essentially  to  bring  about  the  closest 
collaboration  between  the  central  banks,  which  would  nevertheless 
keep  full  independence  in  their  national  pohcies.  The  scheme  was  wel- 
comed by  the  EEC  Commission,  but  its  reahsation  must  clearly  wait 
upon  a  greater  degree  of  confidence  than  as  yet  exists  in  the  strength  of 
the  various  currencies:  the  pressure  of  integration  is  not  yet  great 
enough  to  bring  the  other  countries  to  agree  to  the  idea  of  backing  to 
the  hilt,  say,  the  Belgian  franc  (or  indeed,  perhaps  for  other  reasons,  the 
French  franc).  At  all  events  monetary  developments  are  bound  now  to 
wait  upon  the  entry  of  sterUng  as  a  Community  currency. 

HARMONISATION   OF  TAXATION 

Taxation  clearly  lies  at  the  very  heart  of  national  economic  policy,  and 
the  degree  to  which  it  is  used  as  an  instrument  of  redistribution  of 
income  must  reflect  the  whole  politico-economic  outlook  of  the  gov- 
ernment in  power.  It  is  thus  unhkely  that  budgetary  policies  within  the 
Common  Market  can  be  easily  or  rapidly  harmonised.  It  is  also  clear 
however  that  certain  differences  in  the  structure  of  national  systems  of 
taxation  can  have  a  powerful  effect  on  the  competitive  position  of  firms 
and  individuals  in  member  States:  a  firm  subject  to  heavy  taxation  will 
be  at  an  obvious  disadvantage  compared  with  a  competitor  in  another 
member  State  where  the  government  draws  its  income  predominantly 
from  other  sources.  Most  of  the  immediate  references  to  taxation  in  the 
Treaty  (Arts.  95-9)  are  directed  to  ensuring  that  goods  imported  from 
other  member  countries  are  not  subject  to  internal  taxation  exceeding 
that  levied  on  national  output  of  those  goods;  similarly,  export  rebates 
must  not  be  allowed  to  exceed  the  level  of  the  internal  taxation  they 
are  meant  to  compensate.  The  Commission  is  also  charged  in  general 
terms  with  examining  how  the  legislation  of  member  States  regarding 
tax  on  business  turnover,  and  also  excise  duties  and  other  forms  of 
indirect  taxation,  can  be  harmonised. 

The  major  problem  in  this  field  is  that  raised  by  the  tax  on  business 
turnover.  This  plays  a  major  role  in  the  tax  systems  of  most  Continental 
countries:  it  means  in  effect  taxing  the  process  of  production  rather  than 
imposing  a  lump-sum  tax  (purchase  tax)  on  the  finished  product.  The 
systems  employed,  however,  vary  from  one  country  to  another. 
Germany  levies  a  'waterfall'  tax — so  much  at  each  stage  of  processing 
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— ^whereas  other  member  countries  have  either  a  straightforward  'tax 
on  the  value  added'  or  a  single  tax  levied  at  the  last  stage  of  processing. 
The  immediate  problem  was  to  fmd  a  uniform  way  of  calculating  the 
total  amount  of  tax  levied  on  any  product,  as  a  basis  for  determining 
what  'drawback'  (compensatory  refund)  on  exports  would  be  fair  to 
competitors.  The  Commission  has  yet  to  make  precise  proposals  on 
this.  The  more  fundamental  problem  is  to  reach  agreement  on  a  uni- 
form system  to  be  applied  throughout  the  Common  Market — and  the 
imphcations  of  this  for  national  budgetary  policy  have  made  it  difficult. 
Groups  of  national  experts  working  on  the  problem  have  elaborated 
three  alternative  schemes,  between  which  the  Commission  will  choose 
in  making  precise  proposals  to  the  Council  during  1962. 

The  EEC  Commission  has  interpreted  the  Treaty  widely,  and  as 
early  as  1959  began  to  study  the  whole  field  of  fiscal  pohcy.  It  set  up  a 
Fiscal  and  Financial  Committee  of  national  experts  to  look  into  the 
questions  raised  by  the  creation  of  the  Common  Market.  Two  general 
questions  were  singled  out:  to  what  extent  differences  in  national 
pohcy  or  practice  hinder  or  prevent  the  creation  of  a  common  market, 
and  what  influence  such  pohcies  (the  whole  structure  of  taxation  and 
government  spending)  have  on  the  competitive  position  of  firms.  This 
clearly  strikes  at  the  heart  of  the  matter:  can  member  States  which  have 
accepted  a  common  trade  pohcy  and  the  free  movement  of  goods  and 
capital  continue  in  the  long  run  to  apply  their  own  separate  fiscal 
pohcies  ? 

Detailed  work  on  the  problems  involved  was  not  begun  until  the 
autumn  of  1961.  The  first  specific  question  looked  at  was  the  actual 
ratio  of  direct  to  indirect  taxation  in  the  member  States  (do  Itahan 
firms,  for  instance,  which  receive  export  'drawback'  on  a  high  level  of 
indirect  taxation,  have  an  'unfair'  advantage?).  Secondly,  work  which 
is  intended  to  lead  eventually  to  proposals  for  harmonisation  of  national 
systems  has  been  begun  on  several  aspects  of  direct  taxation,  in  par- 
ticular the  possibility  of  achieving  a  uniform  total  effect  of  taxation  on 
firms;  the  chances  of  reducing  differences  in  the  level  of  taxation  on 
dividends;  and  the  effects  of  the  requirement  in  some  countries  that 
shares  be  made  out  to  a  holder  by  name  and  thus  traceable  for  taxation. 
Study  is  also  going  on  on  taxes  on  capital  transfers  (an  obstacle  to  free 
movement  of  capital)  and  legislation  concerning  depreciation  allow- 
ances. All  this  is  a  small  beginning  in  a  vast  field,  and  the  degree  or 
rapidity  of  harmonisation  hkely  to  be  achieved  in  the  future  is  hard  to 
foretell. 
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Lastly,  the  EEC  Commission  and  national  experts  have  been  working 
since  1959  to  achieve  comparabiHty  of  national  budgets,  by  bringing 
national  practices  into  line  as  regards  accounting  techniques,  timing  (it 
is  hoped  soon  to  synchronise  the  national  financial  years  so  that  they 
all  run  from  January  to  January)  and  the  classification  of  expenditure 
and  revenue.  Making  national  budgets  more  comparable  w^ill  both 
serve  to  reveal  more  clearly  the  differences  between  national  pohcies 
and  serve  as  an  essential  basis  for  any  later  co-ordination  of  budgetary 
pohcy. 

As  yet,  therefore,  the  Community  has  no  common  monetary  poHcy, 
and  no  common  economic  policy.  Even  co-ordination  of  national 
policies  is  only  in  its  earliest  stages.  Nor  are  such  policies  due  to  form 
the  subject  of  debates  in  the  Council  or  formal  decisions.  On  the  other 
hand  some  at  least  of  the  necessary  spade-work  has  been  done,  and  a 
tradition  of  consultation  has  been  established.  Both  the  EEC  Com- 
mission and  the  European  Parliament  have  been  looking  into  the 
future,  and  at  its  June  1962  session  the  Parliament  was  scheduled  to  hold 
a  full-scale  debate  on  the  co-ordination  of  monetary  and  budgetary 
policies  on  the  basis  of  a  report  setting  out  the  EEC  Commission's  views 
and  plans.  At  the  same  time  the  realisation  of  the  need  for  co-ordination 
is  being  brought  home  to  the  Governments,  and  the  coming  years  may 
well  see  dramatic  progress  on  many  fronts. 


(ii)  The  Common  Agricultural  Policy 

It  was  never  questioned  by  the  member  States  that  the  Common  Mar- 
ket should  cover  agriculture  as  well  as  manufactured  goods.  Farming 
is  of  basic  importance  to  the  economies  of  all  the  Six  countries — in 
some  of  them  it  employs  20  per  cent  or  more  of  the  active  population  as 
against  under  5  per  cent  in  the  United  Kingdom — and  it  was  imthink- 
able  to  remove  trade  barriers  for  industrial  goods  and  leave  the  agri- 
cultural markets  isolated.  On  the  other  hand  there  was  no  question  of 
merely  lowering  or  removing  trade  barriers  on  farm  produce,  since  all 
the  member  countries  have  managed  markets  more  or  less  heavily 
protected.  Nor  was  mere  co-ordination  of  national  policies  a  possi- 
bihty.  Only  a  thorough-going  common  policy,  worked  out  and 
applied  for  the  Community  as  a  whole,  could  have  any  chance  of 
balancing  the  conflicting  interests  of  the  member  countries :  Germany 
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a  massive  importer  of  farm  produce,  with  a  very  large  number  of 
vulnerable  small  farmers  (especially  in  the  South  East  v/here  traditional 
markets  in  East  Germany  have  been  lost)  and  a  high  level  of  protection 
against  outside  competition;  France  with  more  efficient  farmers,  lower 
prices,  and  farm  surpluses  for  export,  though  still  a  high-cost  producer 
of  secondary  foodstuffs  such  as  pigs  and  poultry;  and  Holland,  special- 
ised in  the  dairying  and  hvestock  side  of  agriculture,  importing  large 
quantities  of  grain  and  exporting  dairy  products,  pigmeat  and  poultry. 
Italy's  position,  as  an  exporter  of  fruit  and  vegetables,  is  a  special  one, 
and  the  essential  problem  was  to  reconcile  the  interests  of  France, 
Germany  and  Holland.  Nor  were  there  any  illusions  about  the  difficul- 
ties of  merging  farm  economies  vdth  different  levels  of  prices  and  of 
productivity  and  differing  systems  of  protection.  It  was  clear  from  the 
start  that  agricultural  poHcy  would  be  a  test  case  for  the  Common 
Market:  but  if  the  Six  could  agree  upon  a  common  poHcy, 
then  it  would  become  the  keystone  of  the  whole  Common  Market 
edifice. 

The  negotiators  of  the  Treaty  of  Rome,  wisely  refraining  from 
tackhng  the  details  of  such  a  thorny  problem,  merely  laid  doMOi  that 
there  should  be  a  common  pohcy  (Art.  38).  They  defined  its  aims 
(Art.  39) — increased  productivity,  a  fair  standard  of  Hving  for  the 
farming  population  (to  be  achieved  by  raising  both  farm  wages  and 
farmers'  incomes),  and  guaranteed  supphes  to  the  consumer  at  reason- 
able prices — and  outlined  the  methods  to  be  used  to  achieve  them:  joint 
management  of  markets,  at  the  Community  level,  by  a  system 
appropriate  to  the  position  for  each  product.  Nothing  could  be 
simpler,  or  more  acceptable — or  less  suggestive  of  the  vast  problems 
involved. 

To  get  from  the  unimpassioned  phrases  of  the  Treaty  to  the  intricate 
measures  to  come  into  effect  for  the  first  time  in  the  summer  of  1962 
involved  a  marathon  process  of  study,  consultation  and  negotiation, 
under  the  able  and  untiring  direction  of  the  member  of  the  EEC  Com- 
mission responsible,  Dr.  Mansholt,  a  former  Dutch  Minister.  First,  in 
the  summer  of  1958,  there  was  a  full-scale  Conference  at  Stresa,  at 
which  the  governments  put  forward  their  views  on  what  the  common 
pohcy  should  involve  and  the  agricultural  situation  in  each  member 
State  was  examined.  Then  followed  a  two-year  period  during  which 
the  EEC  Commission,  after  a  full  study  of  the  situation  and  consulta- 
tion with  all  the  farmers'  organisations  and  other  interested  bodies, 
drew  up  a  set  of  general  principles  on  which  the  merger  of  the  six  farm 
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economies,  and  the  Community's  policy  after  the  end  of  the  transi- 
tional period,  should  be  based.  These  principles  were  approved  on 
July  14th,  i960,  by  an  EEC  Council  meeting  of  the  Ministers  of  Agri- 
culture of  the  member  countries,  who  had  been  holding  regular  un- 
official sessions  under  the  chairmanship  of  Dr.  Mansholt  to  thrash  out 
major  problems  as  they  arose. 

What  these  basic  principles  amount  to  is  this  :^  the  Community  will 
take  over  from  the  member  States  responsibility  for  guaranteeing  a 
reasonable  level  of  income  for  efficient  farmers ;  the  measures  by  which 
the  member  countries  protect  their  agriculture  will  be  gradually  re- 
placed by  a  Community  system  of  protection;  there  will  be  free  trade 
between  the  member  countries  in  all  agricultural  products ;  cheap  food 
for  consumers  will  be  an  over-riding  aim;  and  trade  hnks  with  third 
countries  will  be  maintained. 

On  the  basis  of  these  principles  the  Commission  worked  out  its 
practical  proposals — the  structure  of  market  organisation  to  replace  the 
national  systems,  and  specific  plans  for  a  first  group  of  products — and 
the  rest  of  i960  and  the  whole  of  196 1  saw  these  laboriously  ground 
through  the  Common  Market's  consultative  and  legislative  mill.  In 
addition  to  the  detailed  and  highly  critical  examination  by  the  Eco- 
nomic and  Social  Committee  and  the  Parliamentary  Assembly,  each 
separate  draft  had  to  undergo  a  vetting  by  a  Special  Agricultural  Com- 
mittee set  up  to  advise  the  Council  of  Ministers.  As  the  end  of  the  first 
four-year  stage  of  the  Common  Market  transition  period  drew  near, 
not  a  single  decision  had  been  taken:  it  had  become  clear  that  the 
foundations  of  the  common  policy  had  to  be  treated  as  a  single  whole, 
and  that  the  twelve  separate  pieces  of  'legislation'  which  the  Commis- 
sion had  prepared  must  be  approved  in  one  vast  'package  deal'.  This 
was  what  the  Foreign  Ministers  and  Ministers  of  Agriculture  had  before 
them  when  they  met  in  the  week  before  Christmas  1961 :  and  on  their 
success  in  reaching  agreement  hung  the  decision  to  move  on  to  the 
second  stage  of  the  Common  Market  (and  also  the  negotiations  on 
British  entry,  the  agricultural  side  of  which  could  not  be  begun  until 
the  Six  had  a  common  policy). 

The  Ministers  were  unable  to  get  through  the  immense  amount  of 
negotiation  involved  before  the  end  of  the  year:  with  major  national 
interests  at  stake,  nothing  could  be  let  through  by  default,  no  conces- 
sion be  granted  below  its  rightful  price.  It  was  not  until  the  early  hours 

^  It  was  formally  stated  by  the  Lord  Privy  Seal  in  the  course  of  die  Brussels 
negotiations  that  the  British  government  fully  accepts  these  principles. 
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of  Sunday,  January  14th,  1962,  that  the  basic  decisions  on  the  common 
agricultural  poHcy  were  taken.  Due  to  be  implemented  over  a  period  of 
seven  and  a  half  years,  starring  on  July  ist,  1962,  they  will  mean  a 
major  transformation  in  the  whole  managed  trading  system  for  farm 
produce  both  between  the  member  countries  and  between  the  Com- 
munity and  the  rest  of  the  world:  and  they  will  bring  major  changes 
in  the  structure  of  the  farm  economy  itself. 

THE   FARM   POLICY  MACHINERY 

The  Regulations  approved  in  January  and  due  to  start  coming  into 
effect  on  July  ist,  1962,^  are  only  a  first  step  towards  the  cormnon 
pohcy.  They  cover  only  a  certain  number  of  products — grains,  pig- 
meat,  eggs  and  poultry,  fruit  and  vegetables,  and  wine:  similar  pro- 
posals for  beef  and  mutton,  rice,  and  dairy  products  were  presented  to 
the  Council  in  May  1962,  and  others  on  sugar  are  due  to  follow  later 
in  the  year.  Moreover,  the  most  vital  decisions  of  all,  determining  what 
will  eventually  be  the  price  level  for  grain  throughout  the  Community, 
have  been  put  off,  with  no  attempt  to  be  made  to  reduce  the  gaps 
between  national  price  levels  imtil  the  1963  harvest.  A  programme  of 
structural  pohcy  for  the  farm  economy  has  yet  to  be  drawn  up ;  and  so 
have  rules  of  competition  for  the  agricultural  sector. 

Nevertheless,  the  January  decisions  are  the  basic  element  around 
which  the  rest  of  the  pohcy  will  be  built,  and  since  they  will  also  apply 
to  British  agriculture  (the  Government  has  made  clear  that  it  accepts 
their  broad  outline,  subject  to  minor  changes  to  be  negotiated)  it  is 
worth  examining  in  some  detail  the  machinery  they  set  up.  The  prin- 
ciples underlying  it  are,  to  recapitulate;  free  movement  of  produce. 
Community  responsibihty  for  the  farmers  (and  also,  gradually,  for  the 
disposal  of  surpluses),  and  unified  management  of  markets. 

Grain  is  by  far  the  most  important  single  farm  commodity,  and  it 
also  determines  to  some  extent  the  situation  for  other  products  (pig- 
meat,  eggs,  poultry)  through  the  effect  of  forage  grain  prices.  It  requires 
the  most  complete  system  of  market  management — and  the  most  com- 
pUcated.  This  centres  around  three  prices :  a  target  price,  a  threshold  or 
'weir'  price,  and  an  'intervention*  or  support  price.  The  key  to  the 
whole  system  is  the  target  price,  to  be  set  annually  before  the  autumn 
sowing.  It  apphes  to  wholesale  transactions  at  the  market  centre  of  the 

^  It  seems  at  the  time  of  writing  that  that  date  may  in  fact  only  be  observed  for 
the  grain  regulations,  sheer  pressure  of  work  preventing  the  details  of  the  schemes 
ftw  other  products  from  being  ready  in  time. 
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area  of  lowest  output,  i.e.,  where  prices  tend  to  be  highest.  For  the 
moment  each  country  has  a  different  target  price,  and  although  upper 
and  lower  hmits  have  been  set — the  German  prices  as  the  'ceiling'  and 
the  French  as  the  'floor' — no  move  will  be  made  to  start  narrowing  the 
gap  until  1963.  The  aim  is  gradually  to  bring  national  target  prices 
closer  until  at  the  end  of  the  transitional  period  there  is  a  single  target 
price  for  the  Community. 

The  intervention  price  is  that  at  which  the  national  authorities 
(during  the  transitional  period)  and  later  a  European  Grain  Office  will 
buy  grain  to  support  the  market:  it  will  be  set  between  5  and  10  per 
cent  below  the  target  price.  Between  the  two  levels  prices  will  be  freely 
determined  by  the  play  of  supply  and  demand  and  the  influence  of 
transport  costs.  Farmers  will  be  assured  of  a  market  at  the  support 
price,  but  this  will  of  course  go  down  each  year,  in  the  high-price 
countries,  as  the  move  towards  a  single  target  price  continues,  thus 
encouraging  farmers  to  produce  more  efficiently.  (Member  coimtries 
will  however  be  allowed  to  set  'derived'  support  prices,  during  the 
transitional  period,  to  help  producers  in  distant  areas.) 

The  third  of  the  trio  is  the  'threshold'  price.  This  forms  the  basis  of 
the  levy  system  which  will  take  the  place  of  present  measures  of  pro- 
tection, and  is  intended,  basically,  to  ensure  that  farmers  do  not  have  to 
face  competition  from  third  countries  (or  from  other  member  coun- 
tries during  the  transitional  period)  at  less  than  the  target  price.  The 
threshold  price  wiU  be  equivalent  to  the  target  price  less  freight  costs 
between  the  point  of  entry  into  the  country  and  the  marketing  area. 
In  the  case  of  imports  from  other  member  coimtries  the  levies  (which 
will  remain  until  the  end  of  the  transitional  period,  when  target  prices 
have  been  aligned)  will  cover  the  difference  between  the  grain  price  in 
the  exporting  area  and  the  national  threshold  price  (less  a  fixed  sum  to 
ensure  other  EEC  countries  a  margin  of  preference  over  exporters  in 
third  countries).  The  levy  on  imports  from  non-member  countries  wiU 
consist  of  the  difference  between  the  threshold  price  (which  by  the  end 
of  the  transitional  period  will  be  the  same  for  the  whole  of  the  Com- 
mon Market)  and  the  lowest  price  on  the  world  market  for  dehvery 
free  at  the  external  frontier  of  the  Community. 

Besides  the  levies,  there  will  be  a  second  line  of  defence  in  an  escape 
clause  leaving  it  open  to  the  governments  to  suspend  import  quotas  if 
their  farmers  are  threatened  by  a  flood  of  imported  grain.  Such  a  step 
would  have  to  be  notified  to  the  EEC  Commission  which,  in  consulta- 
tion with  other  member  countries,  will  decide  whether  it  is  justified. 
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If  it  decides  it  is  not,  the  member  State  may  appeal  to  the  Coimcil, 
which  must  give  its  approval  within  ten  days :  otherwise  the  Commis- 
sion's ruling  stands. 

The  other  side  of  the  scheme  is  the  provision  for  export  rebates — 
also  to  be  calculated  in  relation  to  the  threshold  price — by  which  the 
member  Governments,  and  later  the  Community  authorities,  will  be 
able  to  help  farmers  to  dispose  of  their  surpluses  on  the  world  market. 
During  the  transitional  period  member  countries  can  make  similar 
grants  to  help  their  farmers  sell  their  high-priced  produce  on  the 
markets  of  other  member  countries. 

The  system  for  pigmeat  (pork  and  bacon)  and  for  eggs  and  poultry 
is  derived  from  that  for  cereals,  since  the  main  'raw  material'  for  all  of 
them  is  fodder  grain.  The  levies  are  complex  ones  with  a  variable 
element  taking  into  account  coarse  grain  prices  and  a  fixed  element 
allowing  for  differences  in  production  costs  between  member  coun- 
tries. The  levy  on  imports  from  third  countries  will  be  determined  at 
the  end  of  the  transitional  period  on  the  basis  of  the  same  variable 
element  plus  a  percentage  of  the  import  price  (eventually  to  be  7  per 
cent).  In  addition  there  is  a  'lock-gate  price'  (a  minimum  import  price) 
intended  to  prevent  dumping:  if  import  prices  fall  below  this  'lock- 
gate'  price  they  can  be  raised  again  by  a  corresponding  increase  in  the 
levy. 

For  dairy  products,  for  which  the  Regulations  have  still  to  be  ap- 
proved by  the  Council,  the  Commission's  proposals  run  along  similar 
lines:  the  general  tendency  of  the  scheme  will  be  to  guarantee  dairy 
farmers  a  certain  price  level  for  their  milk,  but  at  the  same  time  to 
keep  the  price  of  butter  as  low  as  possible — as  is  essential  if  it  is  to 
remain  competitive  with  margarine. 

From  the  above  description  of  the  planned  market  organisation  it 
will  be  seen  that  the  target  prices  will  be  in  the  long  run  all  important: 
they  wiU  determine  the  incentive  both  to  increased  efficiency  in  the 
present  high-cost  countries,  and  to  increased  output  in  the  more  effi- 
cient producmg  countries,  and  also  through  the  levy  system  the  scale  of 
the  Community's  imports  of  farm  products.  Not  surprisingly,  the  level  of 
the  target  prices  for  each  year  will  be  set  by  the  Council  of  Ministers. 

FINANCING  THE   FARM   POLICY 

The  financing  of  the  agricultural  poHcy  is  a  major  operation.  It  is 
intended  that  it  shall  be  based  on  a  Common  Guidance  and  Guarantee 
Fund,  which  will  contribute  to  three  forms  of  expenditure:  the  export 
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rebates  at  the  external  frontier;  intervention  at  support  prices  on  the 
internal  markets;  and  measures  for  improving  the  structure  of  the 
farming  economy.  During  1962-3  however,  the  Fund  wiU  bear  only 
one-third  of  the  total  cost  of  these  activities,  its  contribution  rising  by 
one-third  in  each  of  the  two  following  years.  During  the  first  three 
years — after  which  a  full  review  of  financing  and  expenditure  is 
planned — the  member  States  will  contribute  to  the  Fund  according  to 
two  systems:  most  of  their  contributions  wiU  be  in  the  same  ratio  as 
their  share  in  the  Community's  general  budget  (Art.  200),  but  10  per 
cent  of  the  Fund's  receipts  in  the  second  year  and  20  per  cent  in  the 
third  will  be  paid  in  proportion  to  the  value  of  their  nett  imports  firom 
third  countries.  Lest  this  means  that  the  importing  countries  bear  an 
unfair  share  of  the  burden,  ceilings  have  been  set  for  each  country: 
Germany  may  not  provide  more  than  31  per  cent,  Italy  28  per  cent, 
France  17-5  per  cent,  the  Netherlands  13  per  cent,  and  Belgium- 
Luxembourg  10-5  per  cent. 

FRUIT  AND   VEGETABLES 

For  fruit  and  vegetables,  and  also  for  wine,  the  Community  system  is 
far  simpler.  For  fruit  and  vegetables  customs  duties,  quota  restrictions 
and  minimum  prices  will  be  gradually  removed  between  July  ist,  1962, 
and  the  end  of  1966.  At  the  same  time  uniform  quahty  standards  wiU 
be  progressively  introduced,  and  the  freeing  of  trade  will  operate  more 
rapidly  for  the  better  quahties.  Clearly  the  creation  of  a  common 
market  will  mainly  be  of  benefit  to  Italy,  and  producers  in  the  North  of 
Europe  will  be  able  to  have  recourse  to  the  escape  clause  procedure, 
save  in  the  case  of  'extras',  the  top-grade  produce,  if  wholesale  prices 
fall  below  a  given  level  (set  at  82  per  cent  of  the  average  for  the  three 
preceding  years). 

For  wine  the  first  step  in  the  common  poUcy  is  that  the  two  major 
wine-producing  countries  will  grant  quotas  (150,000  hectahtres  a  year) 
for  imports  of  quahty  wine  from  other  member  countries,  including  of 
course  each  other;  Germany  too  is  to  grant  a  large  import  quota.  The 
corollary  of  this  is  a  programme  for  ensuring  uniform  standards:  the 
establishment  of  a  register  of  vineyards,  and  of  common  rules  on 
standards.  The  Commission  is  to  estabhsh  an  annual  estimate  of  require- 
ments and  supphes. 

STRUCTURAL  POLICY 

Before  looking  at  the  repercussions  of  the  farm  poHcy,  it  is  worth 
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pausing  over  the  third  use  to  which  the  Guidance  and  Guarantee  Fund 
will  be  devoted:  improving  farming  structures.  The  money  will  be 
granted  largely  to  improve  marketing  systems.  In  addition,  to  enable 
farmers  to  make  the  necessary  adaptations  to  changed  market  condi- 
tions, there  will  be  a  separate  Fund  for  Improvement  in  Farm  Struc- 
tures, which  will  give  aid  for  reconversion  to  other  forms  of  produc- 
tion, modernisation,  mechanisation,  and  similar  improvements.  Its 
grants  will  also  go  to  improving  the  infra-structure  of  a  whole  area  (for 
instance  by  the  provision  of  large-scale  equipment,  silos,  etc).  These 
measures  are  designed  to  provide  for  the  long-term  trends  which  are 
bound  to  occur,  and  which  the  Common  Market  with  its  emphasis  on 
increased  productivity  wiU  hasten.  When  the  Common  Market  was 
set  up  there  were  in  the  Six  countries  some  6,800,000  farms  of  more 
than  one  hectare  (4-6  acres)  and  3,300,000  of  them  had  an  area  of  5 
hectares  (some  23  acres)  or  less,  as  against  an  average  in  France  of 
around  seventy  acres. 

The  creation  of  the  Common  Market  in  these  circumstances  means 
two  things.  The  kind  of  family  farm  which  exists  in  such  large  num- 
bers will  have  to  be  made  considerably  more  efficient  if  it  is  to  survive. 
It  is  to  this  end  that  the  Community  wiU  have  its  Structural  Improve- 
ment Fimd,  and  that  the  Commission  is  drawing  up  what  looks  hke 
being  a  far-reaching  pohcy  to  co-ordinate  national  policies  in  this  field. 
On  the  other  hand,  with  increased  efficiency,  large  numbers  of  people 
are  going  to  have  to  move  off  the  land.  Dr.  Mansholt  himself  was 
reported  as  saying  on  one  occasion  that  if  the  Common  Market's  agri- 
cultural economy  became  really  efficient  some  eight  miUion  people 
would  have  to  move  from  farming  to  industry.  Whilst  this  clearly 
represents  an  important  source  of  manpower  to  meet  the  growing 
shortage  in  Community  industry,  it  poses  immense  problems  of  co- 
ordination: the  rate  at  which  the  transfer  can  be  achieved  wiU  depend 
on  the  development  of  adequate  regional  development  poHcies,  voca- 
tional training  facihties,  and  reconversion  schemes  in  which  national 
and  Community  authorities  will  have  to  co-operate.  These  are  prob- 
lems which  have  largely  been  solved  in  the  United  Kingdom  but  are 
just  beginning  to  loom  large  in  the  Community. 

THE  community's  FARM  POLICY  AND  THE  REST  OF  THE  WORLD 

The  long-term  effects  of  the  common  farm  policy  will  be  of  vital  im- 
portance for  the  Community's  trading  relations  with  the  rest  of  the 
world.  In  several  sectors  the  Community  of  Six  is  already  more  or  less 
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self-sufficient — eggs,  pig-meat,  dairy  products — although  clearly  the 
entry  of  Britain  would  radically  change  the  situation:  for  others,  how- 
ever, it  is  still  a  major  importer,  and  a  vital  market  for  the  exporting 
countries.  The  trend  in  European  agriculture  in  recent  years  has  gener- 
ally been  towards  increasing  efficiency — thanks  mainly  to  mechanisa- 
tion and  the  increasing  use  of  fertihzers — and  the  gaps  which  still  exist 
between  levels  of  productivity  in  Germany  on  the  one  hand  and  Den- 
mark or  Holland  on  the  other  show  how  much  progress  could  still  be 
made.  Moreover,  as  we  have  seen,  liigher  productivity  is  an  avowed 
aim  of  the  common  poHcy:  and  although  this  may  be  primarily  in- 
tended to  raise  living  standards,  lower  prices  and  release  manpower  it 
cannot  fail  also  to  result  in  increased  production,  which  eventually  may 
outstrip  the  rise  in  demand. 

Although  the  immediate  effects  of  the  farm  pohcy  cannot  really  be 
judged  until  the  target  prices  have  been  set,  they  will  clearly  be  some- 
where between  the  French  and  German  price  levels,  and  it  is  reasonable 
to  predict  that  the  resultant  rise  in  French  output  (in  the  case  of  grain) 
will  more  than  outweigh  a  hypothetical  fall  in  German  or  ItaHan 
production,  both  owing  to  improved  efficiency  and  to  the  fact  that  a 
change  to  other  forms  of  production  is  not  easily  obtained. 

The  need  to  maintain  trade  flows  may  be  written  into  the  Treaty, 
and  cxphcitly  recognised  in  the  basic  principles  of  the  common  policy: 
nor  is  the  fall  in  Community  imports  hkely  to  be  spectacular.  Never- 
theless, rising  output  in  member  countries  and  increasing  intra-Com- 
munity  trade,  combined  with  the  levy  system,  are  capable,  to  say  the 
least,  of  limiting  the  growth  of  the  Common  Market's  need  for  im- 
ports of  foodstuffs.  At  the  GATT  Ministerial  Conference  in  the 
autumn  of  1961  Dr.  Mansholt  expressed  the  view  that  the  Com- 
munity's common  policy  should  provide  the  stimulus  for  the  conclu- 
sion of  world-w^ide  commodity  agreements.  The  Community  has 
committed  itself  to  talks  with  the  United  States,  in  three  years'  time, 
about  the  effects  on  trade  of  the  common  agricultural  policy.  In  the 
negotiations  for  British  accession,  the  problem  of  'comparable  oudets' 
for  the  temperate-zone  foodstuffs  of  the  Commonwealth  seems  at  the 
time  of  writing  to  be  the  toughest  problem  of  all,  with 
the  Six  refusing  commitments  about  their  imports.  It  can  thus  be 
seen  to  what  an  extent  the  common  farm  pohcy  poses  a  world 
problem:  it  is  one  which,  as  will  be  suggested  in  Part  III,  must  be 
solved  by  the  enlarged  Community  and  the  United  States  in 
partnership. 
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(iii)  A  Common  Transport  Policy 

The  coniinon  farm  policy  may  have  been  the  Common  Market's 
biggest  hurdle  so  far,  but  there  are  two  others  ahead  which  look  hardly 
less  formidable,  namely  transport  (for  which  a  common  policy  is 
required  by  Articles  74  and  75  of  the  Rome  Treaty)  and  energy,  a  field 
where  the  governments  have  been  obliged  to  recognise  the  need  for  a 
common  policy  although  it  does  not  figure  in  the  Treaties.  In  neither 
case  is  the  policy  likely  to  be  drawn  up  in  such  dramatic  circumstances 
as  it  was  for  agriculture,  although  the  Executives,  reahsing  the  import- 
ance of  time-hmits  in  obliging  the  Ministers  to  reach  a  compromise, 
are  proposing  the  adoption  for  both  transport  and  energy  of  time-tables 
with  specific  dates  for  taking  particular  decisions.  Nevertheless,  the 
problems  are  every  bit  as  complex,  and  the  number  of  conflicting 
interests  to  be  reconciled  probably  even  greater.  In  both  fields  the  work 
on  a  common  policy  is  in  the  early  stages,  and  for  energy  at  least  the 
new  member  countries  should  be  in  time  to  play  their  part  in  shaping 
it. 

Transport  is  of  course  a  basic  element  in  any  economy,  figuring  to 
a  large  extent  in  the  costs  of  all  goods  and  of  many  services.  In  1956  the 
transport  sector  accounted  for  a  fifth  of  the  Six  countries'  combined 
gross  national  product,  and  employed  16  per  cent  of  all  the  workers  in 
the  industrial  sector.  Thus  a  uniform  system  of  fair  and  undistorted 
competition  in  the  transport  sector  is  an  indispensable  condition  for  a 
successful  merger  of  the  separate  economies  in  a  common  market. 
Equally,  the  development  of  the  Common  Market  area  as  an  economic 
unit  depends  upon  the  provision  of  a  unified  and  adequate  transport 
network. 

It  is  therefore  possible  to  distinguish  three  things  which  have  to  be 
achieved  in  the  transport  sector :  the  removal  of  discrimination ;  the 
application  of  a  common  policy  throughout  the  Community;  and  the 
development  of  an  adequate  transport  network. 

ELIMINATING   DISCRIMINATION 

Some  aspects  of  the  way  the  transport  sector  is  at  present  run  could 
well  hinder  the  creation  of  a  fair  and  balanced  common  market,  and 
the  Treaty  therefore  makes  express  provision  (Arts,  79-81)  for  the 
various  existing  forms  of  discrimination  to  be  weeded  out.  The  first 
and  most  obvious  step  was  to  ban  discrimination  by  a  haulier  according 
to  the  country  of  origin  or  destination  of  the  goods  transported,  or  the 
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nationality  of  the  customer.  Regulations  to  this  effect  passed  the  EEC 
Council  in  June  i960  and  began  to  be  appHed  on  July  ist,  1961 :  aU  such 
discrimination  is  due  to  disappear  by  the  end  of  1965:  for  ECSC 
products  it  had  already  been  banned. 

Secondly  the  Treaty  specifically  requires  the  aboHtion  of  all  'support 
tariffs' — special  rates  and  conditions  granted,  mainly  by  the  railways, 
in  favour  of  a  particular  industry  or  region.  Such  rates  tend  to  be  used 
as  part  of  regional  pohcy,  and  since  the  ban  came  into  effect,  automatic- 
ally, at  the  beginning  of  the  second  stage  of  the  transition  period  in 
January  1962  the  Commission  has  authorised  the  maintenance  of  certain 
economically  justified  support  rates — in  particular  Italian  special  rates 
to  favour  the  development  of  the  South.  The  Treaty  itself  contains  a 
clause  (Art.  82)  permitting  Germany  to  make  special  provision  for 
areas  hit  by  the  division  of  the  country. 

By  the  end  of  the  second  stage,  in  1965,  action  has  also  to  be  taken 
about  common  rules  for  international  transport.  By  far  the  most  im- 
portant problem  in  this  connection  is  that  of  direct  through  rates,  i.e., 
imiform  scales  of  reduction  for  distance  on  international  hauls.  It  is  a 
problem  the  Coal  and  Steel  Community  has  already  faced  and  solved, 
although  with  a  comproinise.  Forced  to  reject  the  ideal  of  a  single 
straight  reduction  for  through  hauls,  the  national  experts  and  the  High 
Authority  eventually  adopted  a  solution  best  illustrated  by  an  example: 
on  a  500  km  haul  the  ordinary  French  rate  apphes  for  the  250  km  to 
the  frontier,  and  for  the  second  part  not  the  French  rate  for  250-500, 
nor  the  German  rate  for  0-250  (as  was  formerly  the  case),  but  the 
German  rate  for  250-500  km.  Another  major  problem  due  to  be  solved 
in  the  course  of  1962  is  that  of  vehicle  dimensions  and  capacities,  where 
differing  national  regulations  can  have  a  marked  effect  on  competition 
by  enabling  one  hauhcr  to  carry  bigger  loads  than  another.  Lastly  quota 
restrictions  on  the  national  transport  markets  and  restrictions 
on  the  right  of  estabhshment  for  hauhers  will  be  abohshed  by  the  end 
of  1965. 

REVOLUTIONARY  IDEAS   FOR  A   COMMON   POLICY 

AU  such  steps  are,  however,  only  of  secondary  importance  as  com- 
pared with  the  application  of  a  common  pohcy  for  'achieving  in  the 
transport  sector  the  objectives  of  the  Treaty'  (Art.  79).  It  is  obvious 
from  the  complex  structure  of  the  transport  economy,  and  the  many 
other  aspects  of  national  pohcy  to  which  transport  has  tended  to  be 
subordinated,  how  difficult  and  revolutionary  an  undertaking  this  may 
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prove  to  be.  Thus,  for  example,  the  railways  in  all  the  member  States 
are  nationahsed,  and  also  enjoy  a  natural  monopoly  (the  plain  facts  of 
geography  prevent  one  national  raiWay  system  competing  with  an- 
other) :  but  they  also  compete  with  road  and  water  transport,  where 
there  is  the  opposite  of  monopoly — a  plethora  of  small  firms,  engaging 
in  keen  if  not  cut-throat  competition  and  able  to  operate  throughout 
the  Common  Market  area.  Moreover,  the  poHcy  of  the  railways  is 
subject  to  many  other  considerations  (apart  from  the  social  service 
obligation  which  is  recognised  as  important  in  the  Treaty) :  they  are 
made  to  serve  the  ends  of  regional  or  agricultural  pohcy  (by  special 
rates),  social  pohcy  (by  reduced  fares  for  certain  groups:  the  French 
railways  in  1953  carried  15  bilhon  passengers  at  normal  rates  and  10 
billion  more  at  special  rates),  and  even  defence  pohcy  (neglect  of  some 
hues,  and  development  of  others).  Many  of  these  considerations  also 
dictate  the  development  of  the  national  road  and  inland  waterway 
networks. 

The  changes  that  will  be  required  to  bring  about  a  single,  uniform 
free-competition  policy  both  between  the  various  forms  of  transport 
and  between  the  member  States  are  indeed  Uttle  short  of  revolutionary. 
The  EEC  Commission  itself  has  admitted  that  the  adaptation  of 
national  policies  must  be  a  very  gradual  one;  and  the  Treaty  itself  lays 
down  no  time-hmits,  although  the  end  of  the  second  stage,  in  1965, 
after  which  EEC  Council  decisions  on  transport  can  be  taken  by  a 
qualified  majority  vote,  may  prove  a  decisive  point. 

The  EEC  Commission  launched  its  first  ideas,  framed  merely  as  a 
Memorandum  to  the  Council  and  the  governments,  in  April  1961,  and 
a  year  later  the  examination  and  discussion  of  them  was  still  continuing. 
Every  conceivable  organisation  and  interest  group  in  the  Common 
Market  has  expressed  its  views  on  the  complex  set  of  principles  which 
the  Commission  has  set  forth  as  a  suggested  basis  for  the  common 
pohcy.  These  can  be  summed  up  in  five  points.  First,  users  must  be  free 
to  choose  between  different  means  of  transport,  and  all  forms  of  trans- 
port should  be  free  (within  hmits  to  be  defined)  to  charge  what  they 
please:  thus,  no  dirigisme  but  a  free  market.  Secondly,  all  forms  of 
transport  should  receive  equal  treatment  firom  the  State  as  regards 
taxation,  social  service  charges  and  State  aid  (the  impHcations  for  the 
railways  are  clear).  Thirdly,  all  forms  of  transport  must  pay  their  way 
(again  of  major  significance  for  the  railways,  which  do  not  do  so 
except  in  Holland).  Fourthly,  the  costs  of  maintaining  and  developing 
the  transport  infrastructure  should  be  evenly  shared  out  as  an  element 
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in  costs  and  borne  by  the  users  (a  new  idea  for  road  and  water  trans- 
port). Lastly,  it  is  suggested  that  there  should  be  co-ordination  of 
investments,  in  order  to  promote  a  rational  development  of  the  trans- 
port capacities  of  the  Community  as  a  whole  and  prevent  excess 
capacity  leading  to  uneconomic  cut-throat  competition. 

To  implement  these  principles,  which  all  turn  on  guaranteeing  a 
system  of  fair  and  healthy  competition,  the  Commission  proposes  the 
estabhshment  for  all  forms  of  transport  of  'forked  tariffs' — pubUshed 
upper  and  lower  hmits  within  which  hauhers  would  be  free  to  charge 
whatever  rate  they  choose.  The  lower  Hmits  would  be  set  so  as  to 
prevent  cut-throat  competition,  and  the  upper  Hmits  to  prevent  the 
exploitation  of  monopoly  positions.  Such  a  system  would  also  solve 
the  problem  of  whether  firms  should  be  obhged  to  pubHsh  their  trans- 
port rates,  which  has  been  and  remains  a  major  bone  of  contention  in 
the  Coal  and  Steel  Community.  The  Commission  adds,  as  a  general 
principle,  that  there  should  be  paraUel  progress  in  opening  up  national 
transport  markets  to  hauliers  from  other  member  countries  and  in  the 
apphcation  of  common  market  organisation. 

For  the  present,  little  has  been  decided.  Early  in  1962  the  member 
States  agreed  to  a  procedure  for  compulsory  consultation  before 
applying  any  new  measures  of  transport  poHcy:  and  at  the  end  of  May 
the  Commission  presented  to  the  Council  of  Ministers  a  'plan  of  action' 
setting  out  a  time-table  for  steps  to  elaborate  and  to  implement  its 
proposals. 

Several  other  problems  concerning  the  transport  sector  still  remain 
to  be  solved.  One  is  the  question  of  whether  the  cartel  regulations 
should  also  apply  to  transport  or  whether  special  rules  should  be 
worked  out:  the  Commission  has  come  out  in  favour  of  the  first  solu- 
tion, but  the  point  may  yet  be  taken  before  the  Court.  A  second  is  the 
status  of  pipelines,  and  whether  they  should  come  under  transport 
poHcy  (as  being  competitive  with  other  forms  of  transporting  oil  or 
petroleum  products)  or  under  energy  policy:  again  the  Commission 
seems  to  favour  the  first  solution. 

A  third  question,  which  the  Treaty  (Art.  84)  left  it  to  the  Council  to 
decide  by  a  unanimous  vote,  is  whether  the  Treaty  in  general,  and  the 
common  transport  policy  in  particular,  shall  apply  also  to  air  and  sea 
transport.  The  Commission  favours  their  being  put  on  the  same  footing 
as  the  other  forms  of  transport,  with  which  they  are  to  some  extent 
(and  in  the  case  of  air  transport,  to  a  growing  extent)  competitive. 
British  (and  Norwegian)  accession  to  the  Community  would  greatly 
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increase  the  significance  of  this  question,  which  has  only  just  begun  to 
be  studied  in  Brussels. 

LINKING   UP  THE  MOTOR-WAYS 

The  road,  rail  and  canal  networks  of  the  Common  Market  area,  devel- 
oped over  the  centuries  to  serve  the  separate  national  interests  of  the 
member  States,  and  to  serve  ends  often  rather  pohtical  than  economic, 
bear  striking  witness  to  the  way  one  country  can  be  cut  off  from  an- 
other. Autobahns  stop  short  suddenly  within  a  few  miles  of  a  frontier, 
two  canals  both  navigable  to  big  barges  are  separated  by  a  bottle-neck 
left  intentionally  to  prevent  through  traffic;  and  international  railway 
lines  are  electrified  with  entirely  different  systems  in  adjoining  coun- 
tries. To  provide  the  Common  Market  with  an  infrastructure  that  will 
allow  it  to  develop  as  a  single  economic  unit,  the  EEC  Commission 
and  the  national  experts  have  drawn  up  a  plan  which  the  Council  of 
Ministers  approved  and  which  will  be  carried  out  by  the  member 
States  (with  aid  where  necessary  from  the  European  Investment  Bank), 
for  creating  a  network  which  takes  no  account  of  national  frontiers. 
Existing  rail  links  between  important  industrial  areas  will  be  improved 
or  electrified;  and  other  links  not  previously  possible  are  being  opened 
up  (as  with  the  canahsation  of  the  Moselle,  to  link  the  Ruhr  with 
Alsace-Lorraine,  the  impetus  for  which  came  from  the  Coal  and  Steel 
Community).  No  time-limits  have  been  set,  but  work  has  already 
begun  on  many  of  the  projects,  and  the  end  of  the  transitional  period 
in  or  around  1970  should  see  the  Common  Market  with  a  transport 
network  suited  to  its  needs  (and  perhaps  with  the  Channel  Tunnel 
forming  an  integrated  part  of  it). 


(iv)  Regional  Policy  and  the  European  Investment  Bank 

Making  a  single  economic  unit  out  of  several  adjoining  ones  is  bound 
to  affect  the  relative  importance  of  the  various  regions  in  the  countries 
involved.  There  are  three  obvious  cases.  First,  the  area  distant  from  the 
pohtical  and  economic  centre  of  a  country,  and  therefore  neglected, 
but  which  now  assumes  an  important  central  position  in  the  bigger 
unit:  this  is  the  case,  for  example,  of  Alsace,  and  the  Eiffel  plateau  in  the 
part  of  Germany  bordering  on  Belgium  and  Luxembourg.  Then  there 
are  areas  which  are  geographically  one,  but  which  a  national  frontier 
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has  prevented  from  developing  as  an  economic  whole :  an  obvious  case 
here  is  the  area  comprising  the  North-East  comer  of  France,  heavily 
industriahsed  and  with  a  manpower  shortage,  and  the  adjoining 
Belgian  province  of  West  Flanders,  economically  stagnant,  with  a 
manpower  surplus. 

Thirdly,  there  occurs  the  most  serious  case  of  the  peripheral  and 
consequently  under-developed  areas:  Southern  Italy  above  all,  but  also 
parts  of  France  and  of  Northern  HoUand.  With  the  creation  of  a  single 
unit  these  areas  become  potentially  even  further  removed  from  the 
industrial  and  economic  centre  of  gravity.  The  danger  has  been  recog- 
nised that  the  central  industrial  axis  of  the  Community,  extending  from 
the  coal  and  steel  triangle  of  the  Ruhr  and  Nord — Pas  de  Calais  in  the 
North,  down  the  BJiine  and  Rhone  valleys,  and  into  Northern  Italy, 
will  attract  more  capital  and  tend  to  develop  more  rapidly  than  the 
outlying  areas  of  the  Community.  (A  comparison  is  often  drawn  with 
Italy,  where  unification  in  the  nineteenth  century,  far  from  promoting 
the  development  of  the  South,  meant  that  resources  which  might 
otherwise  have  gone  into  its  development  were  attracted  to  the  already 
more  industrialised  areas  of  the  North). 

All  three  cases  pose  problems  or  open  up  possibilities  which  concern 
the  Community  as  a  whole.^  As  national  frontiers  cease  to  be  a  barrier 
to  the  movement  of  workers,  the  establishment  of  firms,  and  the  flow 
of  capital,  the  need  for  a  positive  and  coherent  pohcy  for  long-divided 
areas  astride  the  frontiers  will  become  acute.  With  every  year  that 
passes  changing  trade  flows  and  increasing  inter-action  between  the 
economies  will  increase  the  appeal  to  investors  of  the  capital-intensive 
areas  Math  a  highly-developed  network  of  services  (finance,  communi- 
cations, contacts)  as  against  the  less-developed  areas  (except  of  course 
in  so  far  as  manpower  shortages  drive  firms  to  the  outlying  areas,  as  I 
suggested  in  the  previous  chapter). 

The  role  of  the  Community  in  this  field  is  not  to  replace  the  national 
and  regional  authorities,  but  radier  to  encourage  and  to  co-ordinate 
their  activities.  In  December  196 1  a  first  step  was  taken:  the  Com- 
mission held  a  Conference  in  Brussels  of  aU  those  concerned  with 
regional  pohcy  in  the  member  countries,  whose  close  collaboration  will 
become  more  and  more  necessary  in  the  future.  On  its  own  initiative 

1  The  accession  of  new  members  would  bring  the  Community  new  problems 
similar  to  its  present  ones:  Norw^ay's  backward  North  to  match  Italy's  under- 
developed South  to  take  otily  one  example.  The  'regional  problems'  which  might 
arise  for  Britain  are  dealt  with  in  Chapter  i  of  Part  111  below. 
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the  Commission  has  drawn  up  a  detailed  study  of  socio-economic  areas 
in  the  Community  (although  it  unfortunately  failed  to  have  the 
courage  of  its  convictions  and  treat  as  single  units  areas  divided  by 
national  frontiers).  It  has  also  looked  at  three  test  cases:  the  problems  of 
creating  a  'pole  of  industrialisation'  in  Southern  Italy;  co-operation 
between  Italy  and  France  in  developing  the  tourist  industry  in  Corsica 
and  Sardinia;  and  co-operation  between  Lorraine  (which  has  industry 
and  a  water  shortage)  and  the  adjoining  Belgian  province  of  Luxem- 
bourg (with  a  water  surplus  and  manpower  looking  for  jobs).  For  the 
rest  Community  action  is  as  yet  at  an  embryonic  stage,  with  one 
striking  exception:  the  European  Investment  Bank. 

THE   CAUTIOUS   BANK 

The  Investment  Bank  is,  or  at  least  could  become,  one  of  the  most 
striking  features  of  the  Community  machinery.  The  general  task 
assigned  to  it  by  the  Treaty  is  to  contribute  to  the  smooth  and  balanced 
development  of  the  Community.  It  is  run  by  a  Management  Committee 
of  twelve  and  a  Board  of  Directors  of  three  appointed  by  the  member 
States  and  responsible  to  the  Finance  Ministers  of  those  States,  who  act 
as  its  Board  of  Governors.  Its  initial  capital  is  $i,ooo  milHon  (a  quarter 
of  it  paid  up)  contributed  by  the  member  States.  It  is  not  at  all  intended 
however  to  be  merely  a  means  of  channeUing  financial  aid  from  the 
States.  It  is  intended  once  estabhshed  to  procure  its  own  funds  on  the 
capital  markets,  thus  serving  rather  as  a  means  of  re-directing  to  some 
extent  the  flow  of  private  capital.  It  is  therefore  rim  on  orthodox 
financial  hnes:  its  loans  are  granted  at  interest  rates  httle  lower  than 
those  on  the  markets,  and  intended  to  cover  its  running  costs  and 
provide  for  a  reserve  fund.  They  must  in  addition  be  guaranteed  by 
member  States  or  some  other  reliable  source.  In  most  cases  they  are 
intended  mainly  as  'pump-priming' — to  help  out  where  sufficient  fimds 
cannot  be  obtained  from  other  sources:  thus  the  $66.2  milhon  worth 
of  loans  granted  in  1961  covered  on  the  average  20  per  cent  of  the  cost 
of  the  projects  they  helped  to  finance,  and  which  altogether  involved 
investments  totaUing  $325  miUion. 

All  these  various  considerations  and  requirements  limit  the  Bank's 
activity.  In  addition,  however,  it  has  come  imder  very  heavy  fixe  from 
all  sides  during  these  first  few  years  of  its  existence  for  leaning  over- 
much in  the  direction  of  caution  and  financial  orthodoxy.  Certainly  it 
has  been  a  long  time  getting  into  its  stride:  the  $160  milhon  worth  of 
loans  granted  up  to  the  end  of  196 1  were  a  mere  drop  in  the  bucket 
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compared  for  instance  with  the  $44  billion  of  fixed  investment  in  EEC 
in  1961  alone.  1961  did  in  fact  see  a  certain  increase  in  its  activity:  it 
granted  more  loans  than  in  previous  years,  and  also  had  recourse  for 
the  first  time  to  the  capital  markets,  borrowing  a  total  of  nearly 
$50  miUion  in  Holland,  Switzerland  and  Italy.  Its  original  capital  of 
$1  bilhon,  serving  to  back  loans  up  to  $2^  billion,  is  of  course  only 
a  starting-point.  If  it  is  to  carry  out  to  any  significant  extent  the  role 
originally  intended  for  it,  of  providing  substantial  funds  for  the  de- 
velopment of  the  Community,  it  must  clearly  borrow  on  a  far  larger 
scale. 

Here  the  ECSC  High  Authority  has  shown  the  way.  It  has  estab- 
hshed  its  reputation  as  a  sound  risk — though  it  too  had  to  proceed 
cautiously  in  the  early  years — and  has  borrowed  substantial  sums  in  the 
United  States,  Switzerland  and  the  Community  to  use  for  ends  not 
unlike  those  of  the  Bank.  There  seems  therefore  to  be  no  reason  why 
the  Bank  should  not  greatly  extend  its  borrowing  to  meet  the  need  for 
development  capital. 

Criticism  has  in  fact  been  aimed  not  only  at  the  scale  of  the  Bank's 
activities  but  also  at  the  range  of  projects  it  has  chosen  to  assist.  Its  loans 
must  in  fact  go  to  one  of  three  kinds  of  project.  First,  it  has  the  task  of 
helping  the  less-developed  areas  of  the  Community,  and  it  is  here  that  it 
will  be  able  to  play  a  major  part  in  stimulating  regional  pohcy.  In 
1961  the  EEC  Commission,  which  gives  the  Bank  its  views  on  all 
projects  submitted,  gave  first  priority  to  activities  under  this  heading 
in  establishing  the  criteria  it  would  apply. 

The  second  kind  of  undertaking  which  the  Bank  can  help  to  finance, 
and  which  looks  hke  taking  on  growing  importance,  covers  the  mod- 
ernisation or  reconversion  of  firms  or  the  creation  of  new  plants,  made 
necessary  by  the  progressive  development  of  the  Common  Market.  On 
the  one  hand  individual  businesses  can  call  on  it  for  aid  to  adapt  them- 
selves to  meet  keener  competition;  on  the  other  governments  or 
regional  authorities  can  seek  its  backing  in  creating  new  forms  ot 
activity  in  areas  where  the  decline  of  industries  no  longer  competitive 
is  causing  unemployment.  Here  its  activity  is  complemented  by  that  of 
the  Social  Fund. 

Thirdly,  the  Bank  is  charged  with  fmancing  major  undertakings  of 
interest  to  several  member  States  which  could  not  be  fully  fmanced 
from  resources  within  the  State.  A  good  example  of  this  is  its  grant  to 
a  hydro-electric  power  project  on  the  Luxembourg-German  frontier 
which  will  supply  power  to  three  countries.  Most  of  the  projects 
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financed  imder  this  heading  seem  hkely  to  be  in  the  field  of  transport 
infrastructure;  loans  have  been  granted  for  improving  various  stretches 
of  railway,  and  one  is  envisaged  for  the  Paris-Brussels  motorway.  The 
Chamiel  tunnel  inevitably  springs  to  mind  as  a  likely  future  candidate 
for  funds  from  the  Bank. 

The  loans  granted  in  the  course  of  196 1  give  some  hint  of  the  wide 
scope  there  is  for  the  Bank's  activity  in  all  the  fields  mentioned:  they 
ranged  from  railway  electrification  in  Italy  ($21  million)  and  Germany 
($25  million)  to  experiments  in  farming  in  the  marshes  at  the  mouth  of 
the  Rhone  ($1  million),  and  from  the  development  of  the  rural  electric 
power  network  in  Brittany  ($5  million)  to  the  creation  of  a  sweet 
factory  in  Sicily  ($400,000). 

Lastly,  the  role  of  the  Bank  is  being  enlarged  in  two  new  directions. 
The  Council  of  Ministers  of  the  EEC  has  instructed  it  to  provide  the 
$60  million  loan  which  the  Community  has  promised  Greece  in  the 
two  years  after  the  new  Association  (see  below,  p.  131)  comes  into 
effect.  Secondly,  there  is  a  considerable  hkehhood  that  a  special  section 
of  the  Bank  will  be  created  to  provide  the  fmancial  aid  which  the 
Community  will  give  the  African  countries  under  their  new  Associa- 
tion (see  p.  129). 


(v)  Social  Policy  and  the  Social  Fund 

In  Article  117  of  the  Treaty  the  member  States  set  down  in  black  and 
white  their  commitment  to  'promote  the  improvement  of  the  Hving 
and  working  conditions  of  labour,  enabhng  them  to  be  equalised  up- 
wards'. The  Commission  is  specifically  instructed  to  promote  close 
collaboration  between  the  member  States  in  the  major  fields  of  social 
pohcy  (Art.  118). 

In  fact  the  Commission's  activities  under  this  general  mandate  were 
fairly  hmited  during  the  first  four  years  of  the  Common  Market — 
provoking  considerable  criticism  from  the  trade  unions,  who  called  for 
round-table  meetings  on  the  various  aspects  of  social  poHcy.  1962  did 
however  see  the  beginnings  of  activity  in  one  or  two  sectors.  In  par- 
ticular, the  Commission  drew  up  and  presented  to  the  Council  far- 
reaching  proposals  on  vocational  training  which  provide  for  a  closely 
co-ordinated  common  policy.  In  the  field  of  industrial  medicine  a  start 
was  made  with  the  establishment  of  a  single  Community  list  of  occupa- 
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tional  diseases  intended  to  serve  eventually  as  a  basis  for  eliminating 
discrepancies  between  national  policies.  In  others  of  the  fields  men- 
tioned by  the  Treat)%  however — such  as  collective  bargaining,  working 
conditions  or  labour  legislation — the  Commission  has  done  little.  In 
this  it  lags  behind  the  High  Authority,  which  has  been  active  in  co- 
operating with  workers  and  employers  in  a  number  of  fields  in  the 
coal  and  steel  industries,  and  has  also  financed  and  promoted  research 
into  accident  prevention  and  occupational  diseases. 

One  field  where  the  Common  Market  has  brought  a  positive  con- 
tribution to  improved  working  conditions  is  that  covered  by  Article 
119:  equal  pay  for  equal  work.  The  recognition  of  this  principle  in  the 
Treaty  was  a  victory  for  France — the  only  member  country  where  it 
was  already  fully  applicable — the  argument  with  which  the  French 
delegates  got  their  way  being  that  if  it  were  not  applied  in  the  rest  of 
the  Community  French  employers  would  be  at  a  disadvantage.  It  was 
also  a  logical  aim  in  view  of  the  requirement  for  'upward  equahsation' . 
It  was  laid  down  in  the  Treaty  that  the  principle  should  be  put  into 
effect  by  the  end  of  the  first  stage,  and  the  French  required  proof  that 
the  other  member  States  were  at  least  taking  practical  steps  to  apply  it 
before  agreeing  to  the  move  to  the  second  stage  at  the  end  of  196 1. 

One  other  activity  of  the  EEC  Commission  may  be  mentioned  here, 
although  it  does  not  strictly  come  under  the  heading  of  social  policy : 
that  is  a  series  of  enquiries  into  wages  in  major  industries  throughout 
the  Conmiimity.  If  the  experience  of  the  Coal  and  Steel  Community  is 
repeated,  these  may  well  provide  invaluable  ammunition  for  the  imions 
in  countries  and  industries  where  wage  levels  are  revealed  to  be  dis- 
proportionately low  in  relation  to  the  rest  of  the  Community. 

We  have  so  far  neglected  however  the  major  instrument  of  Com- 
mimity  social  poHcy,  the  European  Social  Fund.  We  have  already  seen 
that  the  creation  of  the  Common  Market  is  expected  to  bring  about 
structural  changes  in  the  national  economies,  with  the  closing-do\%Ti  or 
reconversion  of  inefficient  firms  being  amongst  the  most  obvious. 
Advantageous  though  this  may  be  to  the  Community  as  a  whole,  it  is 
clearly  not  so  welcome  for  the  workers  in  the  industries  concerned,  and 
the  aim  and  object  of  the  Social  Fimd  is  precisely  to  ensure  that  their 
interests  are  protected  by  helping  to  finance  their  re-training  or  re- 
settlement or  allowances  in  Heu  of  wages  whilst  firms  are  carrying  out 
reconversion  projects. 

The  action  of  the  Fund  is  not  direct :  it  is  empowered  to  refund  to 
member  governments  or  pubhc  authorities  fifty  per  cent  of  money 
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spent  on  such  schemes  Moreover,  its  grants  are  retro-active  and  cannot 
be  made  until  the  workers  concerned  have  been  re-employed  or  re- 
settled. On  the  other  hand  the  reconversion  project  must  have  been 
presented  by  the  member  State  and  received  the  prior  approval  of  the 
EEC  Commission  before  it  was  executed.  Thus  the  Fund  can  in  no  way 
take  the  initiative :  it  is  intended  to  stimidate  the  national  authorities  to 
take  action,  and  to  look  more  favourably  on  reconversion  projects; 
and  provided  the  necessary  conditions  are  met  its  grants  are  automatic 
and  unlimited. 

This  retro-active  aspect  of  the  Fund  has  been  severely  criticised, 
especially  by  the  Community  trade  union  organisations,  who  have 
called  for  a  change  in  the  Fund's  statute  to  enable  it  to  finance  directly 
reconversion  or  re-settlement  schemes. 

The  scale  of  the  Fund's  activities,  even  under  the  present  system, 
looks  like  being  considerable.  The  retro-active  grants  made  for  1958 
and  1959,  when  the  effects  of  the  Common  Market  had  scarcely  begun 
to  be  felt,  totalled  some  ^3,500,000  and  for  i960  and  1961  it  would 
appear  to  have  risen  steeply;  the  total  for  1961  was  thought  hkely  to  be 
at  least  ^7  million.  As  tariff  cuts  reach  50  per  cent  and  more,  and  the 
possibilities  of  increased  competition  in  the  Common  Market  come  to 
be  fully  exploited,  the  number  of  firms  wishing  to  take  advantage  of 
aid  from  the  Fund  for  re-training  their  workers,  or  retaining  them 
whilst  they  carry  out  extensive  reconversion  (possibly  with  aid  from 
the  Investment  Bank),  will  certainly  grow.  If  its  possibilities  are  ex- 
ploited to  the  full,  and  if  national  and  local  authorities  are  prepared  to 
co-operate,  the  Fund  seems  capable  of  providing  an  effective  instrument 
for  protecting  the  interests  of  the  workers  in  the  Common  Market. 
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(i)    EURATOM 

The  European  Atomic  Energy  Community — known  by  the  usefully 
international  mnemonic  'Euratom' — ^was  set  up  simultaneously  with 
the  Common  Market  by  a  separate  Treaty  signed  in  Rome  in  March 
1957.  It  has  a  separate  five-member  Commission,  but  shares  all  the  other 
Community  institutions  with  EEC,  and  also  has  its  headquarters  in 
Brussels.  As  with  the  Common  Market,  the  motives  behind  its  creation 
were  in  part  economic,  but  in  part  also  pohtical. 

Europe  at  that  time  was  still  in  the  throes  of  its  post-war  fuel  and 
power  shortage,  and  it  was  considered  that  atomic  power  on  a  large 
scale  would  be  urgently  needed  to  meet  steadily  growing  energy  re- 
quirements and  thus  ensure  the  economic  expansion  of  the  Common 
Market.  A  separate  Community  was  chosen  as  being  the  most  efficient 
instrument  for  rapid  action  in  this  new  and  highly  technical  sector.  Yet 
hardly  was  the  ink  dry  on  the  signatures  than  a  radical  change  came 
over  the  European  energy  situation:  oil  began  to  make  rapid  headway 
on  the  market,  natural  gas  resources  were  developed,  and  the  coal- 
mining industry  faced  a  crisis  of  over-production.  The  feehng  of 
urgency  about  the  mission  of  Euratom  evaporated,  and  the  emphasis 
switched  from  the  development  of  commercial  nuclear  energy  to  re- 
search. Only  in  1961,  with  the  prospect  of  nuclear  energy  becoming 
competitive  by  1970  or  earher,  was  a  big  scheme  launched  for  sharing 
the  cost  of  nuclear  power  development  projects. 

The  second  reason  for  setting  up  Euratom  was  the  desire  to  reduce 
the  lead,  in  the  field  of  peaceful  nuclear  development,  which  the 
United  States,  the  U.S.S.R.  and  Britain  had  acquired.  The  gap  was  a 
vast  one,  even  between  the  United  Kingdom  and  the  Continental 
countries:  at  the  time  Euratom  was  created  France  was  just  bringing 
her  first  reactor  into  operation — the  only  one  on  the  Continent,  and 
Britain  already  had  180  MW  of  installed  power.  (The  gap  in  the  field 
of  power  reactors  remains  big — at  the  end  of  1962  the  figures  for 
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installed  nuclear  capacity  wiU  be:  U.K.  935  MW,  Euratom  73  MW, 
representing  the  French  Marcoule  reactor  and  one  small  German  re- 
actor. On  the  other  hand  the  French  peaceful  research  effort  will 
actually  have  overhauled  the  British,  in  figures  for  expenditure  at  least, 
and  that  of  the  Community  as  a  whole  exceeds  the  U.K.  effort).  The 
development  of  nuclear  energy  is  extremely  costly,  and  the  European 
countries  could  not  afford  the  luxury  of  separate  nuclear  industries, 
possibly  even  competing  for  research  workers  and  resources.  More- 
over, the  field  to  be  developed  is  a  vast  one,  and  co-ordination  of 
national  efforts  could  ensure  that  there  was  no  duphcation  of  effort 
but  rather  that  the  work  of  the  member  countries  fitted  into  an  inter- 
locking and  complementary  whole.  The  role  of  Euratom  was  therefore 
to  be  one  of  initiation  and  co-ordination.  There  was  never  any  suggestion 
that  it  should  take  over,  even  less  control,  the  national  programmes. 
Its  task  was,  and  is,  to  ensure  their  harmonious  development.  At  the 
same  time,  having  an  overall  view,  it  can  take  the  initiative  in  filling  in 
the  gaps,  concentrating  its  own  activities  in  fields  not  covered  by  the 
member  States. 

The  action  of  Euratom  has  to  be  seen  against  the  background  of  the 
nuclear  situation  in  the  Community.  France  alone  had  developed  a 
nuclear  industry  of  her  own:  far  behind  her  trailed  Germany  (who  was 
only  allowed  to  start  any  activities  in  the  nuclear  field  in  1955)  and 
Italy,  with  Belgium  and  the  Netherlands  almost  non-starters  (Luxem- 
bourg has  no  nuclear  activity  and  plays  no  active  part  in  Euratom). 
This  has  inevitably  shaped  attitudes  to  the  Community.  France,  par- 
ticularly under  de  Gaulle,  has  continued  to  develop  her  own  nuclear 
industry;  she  has  given  full  support  to  some  Euratom  projects  but  has 
tended  to  look  on  the  Community  as  httle  more  than  a  useful  annex  to 
her  own  programme,  and  certainly  not  as  a  joint  undertaking.  France 
has  often  criticised  what  she  has  called  the  'dispersion'  of  Euratom 
activities  on  numerous  schemes  of  no  direct  interest  to  her.  Where  she 
has  worked  with  Euratom,  however,  her  collaboration  has  been  whole- 
hearted. At  the  other  end  of  the  scale  German  industry,  anxious  to 
develop  a  nuclear  industry  of  its  own,  tended  to  be  less  interested  in  the 
Conmiission's  plans  for  developing  new  types  of  reactor  than  in  im- 
porting proven  American  types.  The  Common  External  Tariff  on 
reactors  and  reactor  parts  was  at  first  suspended  but  has  now  begun  to 
be  applied.  There  is  full  free  trade  inside  the  Community  in  all  nuclear 
material.  Fissionable  material  (uranium,  etc.)  is  incidentally  the  pro- 
perty of  the  Community  (save  for  that  wliich  the  member  States  devote 
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to  military  purposes)  and  a  Supply  Agency  exists  to  share  out  supplies 
should  there  be  a  shortage. 

The  development  of  atomic  reactors  offers  immensely  wide  scope, 
and  it  is  too  early  yet  to  know  which  will  prove  to  be  the  most  effective 
kinds:  any  of  the  types  at  present  being  experimented  with  might,  in 
the  evolutionary  imagery  of  the  nuclear  scientists,  give  rise  to  a  prom- 
ising Une  in  subsequent  generations.  It  was  therefore  natural  that  the 
Euratom  Commission  should  prefer  to  promote  research  in  the  Com- 
munity on  new  and  as  yet  unproven  types,  rather  than  duphcate  the 
work  done  in  Britain  or  the  United  States.  The  three  pillars  of  Eur- 
atom's  activity,  then,  are  three  famihes  of  reactors,  although  it  is 
interested  also  in  many  other  kinds,  and  deals  too  with  a  wide  range  of 
other  aspects  of  the  peaceful  use  of  nuclear  energy,  from  biology  to 
marine  propulsion. 

The  methods  which  Euratom  employs  reflect  the  dual  role  of  co- 
ordination and  initiation  referred  to  above.  On  the  one  hand  it  has  its 
own  Common  Research  Centre;  on  the  other,  it  has  developed  a 
complex  network  of  contracts  and  agreements  imder  which  it  fmances 
research  carried  out  by  scientific  institutes,  imiversities  and  above  all 
by  the  nascent  nuclear  industries  in  the  member  countries. 

THE  THREE   FAMILIES   OF  REACTORS 

We  have  seen  that  the  Euratom  Commission  wanted  to  develop  re- 
actors about  which  httle  was  known.  In  the  field  of  natural  uranium 
reactors,  the  kind  using  a  graphite  moderator  had  already  been  devel- 
oped in  Britain  and  France,  but  natural  uranium  reactors  with  a  heavy- 
water  moderator  were  a  relatively  new  field,  arousing  great  interest 
and  being  actively  pursued  only  in  Canada — with  whom  Euratom 
signed  a  co-operation  agreement.  The  line  of  reactors  the  Commission 
chose  to  work  on  has  been  given  the  general  heading  ORGEL.  It  is 
on  these  reactors  that  much  of  the  work  in  the  Common  Research 
Centre,  and  also  a  large  number  of  contracts  with  industry,  are  con- 
centrated. The  construction  of  ESSOR,  a  trial  reactor  of  the  Orgel 
type,  has  been  entrusted  to  private  industry.  It  is  to  be  built  by  1966, 
opening  the  way  to  the  construction  of  an  Orgel  power  reactor  by 
1968.  This  would  then  be  producing  by  the  197GS  the  plutonium  which 
the  plutonivorous'  or  plutonium-buniing  reactors  hkely  to  be  coming 
into  use  by  then  will  need. 

The  second  type  of  reactor  which  has  interested  the  Commission  is 
the  'fast  breeder  reactor'  (of  the  kind  already  in  operation  at  Dounreay 
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since  1959,  in  the  U.S.  since  1954  and  in  the  U.S.S.R.  since  1958,  but 
still  offering  much  scope  for  experiment).  Here  the  French  are  well 
advanced  with  a  reactor  poetically  known  as  RAPSODIE  (at  Cadar- 
ache),  whilst  research  on  similar  Unes  is  going  on  at  Karlsruhe  in 
Germany.  The  advantage  of  a  fast  reactor,  and  the  reason  for  Com- 
munity interest  in  it,  is  that  it  seems  to  offer  a  reasonable  chance  of  low- 
cost  energy.  The  second  Euratom  research  programme  provides  for 
the  development  either  of  a  single  reactor,  in  co-operation  with  both 
France  and  Germany,  or  should  the  research  now  going  on  take 
different  turns,  then  of  two  separate  reactors.  It  is  planned  to  build  trial 
reactors  by  1967  and  one  or  two  power  reactors  by  1968.  It  seems 
that  there  are  enough  differences  between  the  Community  schemes 
and  Britain's  ZEBRA  reactor  to  leave  scope  for  complementary 
research. 

The  third  reactor  family  which  Euratom  has  hopes  of  fostering  is  that 
of  high-temperature  gas  reactors.  Here  the  Community  is  already 
co-operating  with  the  United  Kingdom  on  the  DRAGON  project, 
for  which  it  bears  a  third  of  the  cost:  even  without  British  accession  to 
Euratom  the  Commission  has  plans  for  Euratom  to  associate  itself  more 
closely  with  DRAGON  in  the  future.  Inside  the  Community  Euratom 
is  also  taking  a  direct  share  in  the  development  of  a  second  project 
going  by  the  peculiar  name  (to  British  ears)  of  BBC-Krupp. 

In  addition  to  these  three  major  branches,  on  which  it  is  planned  to 
spend  sums  of  the  order  of  $80  million  (fast  reactors),  $62  million 
(Orgel)  and  $40  million  (gas)  over  the  next  five  years"*^,  Euratom  is  also 
interested  to  a  lesser  extent  in  research  both  on  reactors  of  already 
proven  types  and  on  the  development  of  entirely  new  kinds  of  reactor 
(in  particular  a  variety  known  as  SUSPOP  'fog-cooled'  reactors;  and 
advanced  water  reactors). 

The  Treaty  provided  for  an  initial  five-year  research  programme, 
which  is  due  to  come  to  an  end  in  1962 :  a  programme  for  a  further  five 
years  has  been  drafted  and  was  due  to  be  approved  by  the  Council  of 
Ministers  in  the  summer  of  1962,  The  first  programme  involved  the 
expenditure  of  $215  milhon,  and  as  it  took  time  to  get  the  research 
programme  under  way  most  of  this  was  spent  over  the  last  two  years. 
It  is  therefore  a  very  similar  rate  of  expenditure  which  is  planned  in  the 
second  programme  for  which  the  Commission  is  proposing  a  total  of 
$480  miUion  (likely  to  be  whittled  down  somewhat  by  the  Coimcil). 

^  At  the  time  of  writing  it  looks  as  though  these  figures,  proposed  by  the 
Euratom  Commission,  may  be  shghtly  cut  by  the  Council  of  Ministers. 
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At  all  events  the  scale  of  the  second  programme  would  clearly  have  to 
be  revised  in  the  event  of  British  accession. 

THE   COMMON   RESEARCH    CENTRE 

It  was  early  decided  that  the  Community's  own  research  should  not  be 
concentrated  in  a  single  centre,  which  might  prove  unvvdeldy  and  there- 
fore less  efficient,  and  would  fail  to  give  a  stimulus  to  research  through- 
out the  area.  The  Common  Research  Centre  therefore  comprises  in 
fact  a  series  of  four  centres  (in  Italy,  Belgium,  Germany  and  the  Nether- 
lands), each  speciaUsing  in  some  particular  aspects  of  the  overall  research 
programme. 

The  most  important  unit  is  at  Ispra,  formerly  the  ItaHan  national 
atomic  research  centre,  and  now  made  over  to  the  Community :  some 
150  Italian  research  workers  still  remain,  and  work  closely  with  the 
1,200  or  more  members  of  the  Euratom  research  teams.  It  is  the  work 
at  Ispra  that  is  centred  around  ORGEL,  although  it  wiH  also  work  on 
some  aspects  of  the  fast  reactor  schemes. 

Secondly,  at  Geel  in  Belgium  a  Central  Bureau  of  Nuclear  Measure- 
ment— a  vital  necessity  for  any  research  programme — ^has  been  estab- 
lished. Thirdly,  a  European  Transuranian  Institute^  is  being  set  up  at 
Karlsruhe  in  Germany,  closely  linked  v^th  the  atomic  centre  already 
existing  there.  One  of  its  major  tasks  is  the  development  of  fuel 
elements  based  on  plutonium.  Lastly,  the  fourth  branch  of  the 
Common  Research  Centre  is  at  Petten,  where  work  will  be  centred  on 
a  high  flux  reactor  taken  over  from  Reactor  Centrum  Nederland,  the 
Dutch  national  research  centre.  The  Petten  Centre  v^  also  devote  its 
activities  amongst  other  things  to  the  use  of  thorium  in  connection  with 
the  BBC-Krupp  project.  Neither  of  these  branches  came  fully  into 
operation  until  1962,  and  indeed  the  whole  of  the  Common  Research 
Centre  is  in  the  very  early  stages  of  activity.  No  fresh  additions  are 
planned  in  the  present  member  countries. 

The  balance  between  direct  expenditure  on  research  and  the  sum 
spent  through  research  contracts  reflects  the  poHcy  of  stimulating 
national  activity.  At  least  60  per  cent  of  the  $215  million  of  the  first 
programme  wiU  have  been  spent  under  research  contracts,  250  of 
which  had  been  signed  by  May  1962.  About  half  the  budget  of  the 
second  research  programme  will  also  be  spent  through  contracts.  At 
present  there  are  twelve  major  'contracts  of  association'  covering  a  wide 

^  'Transuranian'  is  the  technical  term  for  plutonium  and  other  elements  with  a 
greater  molecular  weight  than  uranium. 
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field  and  extending  for  periods  up  to  twenty  years,  and  the  rest  are 
either  for  small  specific  projects  or  are  intended  to  promote  the  use  of 
nuclear  energy.  The  contracts  are  concluded  with  the  national  research 
organisations,  with  universities  and  research  institutes,  and  also  with 
industrial  firms  (either  metallurgical  or  chemical  firms,  or  groups  in- 
terested in  the  development  of  nuclear  energy). 

It  is  not  possible  here  to  do  more  than  list  the  various  fields  in  which 
Euratom  is  active:  they  cover  the  production  of  radio-isotopes  and 
marked  molecules  and  their  use  in  medicine  and  industry;  the  bio- 
logical appHcations  of  nuclear  energy  (e.g.,  the  use  of  radiation  to  fight 
cattle  diseases),  and  research  on  controlled  nuclear  fission  (which  con- 
stitutes a  whole  programme  in  itself,  with  contracts  to  the  Itahan 
national  centre,  work  by  a  combined  France-Euratom  team,  contracts 
to  two  German  institutes,  and  co-operation  with  CERN,  a  non- 
governmental pure  research  centre  in  Geneva) .  Work  is  being  done, 
both  imder  contract  and  at  Ispra,  on  the  automatic  treatment  of  scien- 
tific data  and  on  the  development  of  translating  machines  for  scientific 
texts.  In  a  quite  different  direction  Euratom  is  promoting  and  assisting 
work  on  developing  a  nuclear-powered  vessel.  Besides  the  contracts 
under  Euratom's  own  programme  there  are  others  under  a  joint  re- 
search programme  with  the  United  States. 

ENCOURAGING  THE  DEVELOPMENT  OF  POWER  REACTORS 

Another  agreement  with  the  United  States  signed  in  i960  was  intended 
to  stimulate  the  building  of  power  reactors.  Firms  in  the  Commumty 
were  invited  to  submit  projects  which  would  qualify  for  joint  aid  imder 
the  programme.  In  the  event  the  response  proved  disappointing :  only 
an  ItaUan  firm,  SENN,  took  advantage  of  the  offer,  with  a  project  for 
a  boiling  water  reactor.  A  second  invitation  launched  in  September 
1961  met  with  a  sHghtly  better  response:  one  project  was  submitted  by 
SENA  (the  Franco-Belgian  Nuclear  Company  of  the  Ardennes)  for  a 
reactor  on  the  border  between  France  and  Belgium  at  Chooz,  another 
by  a  German  firm,  and  another  is  still  expected  at  the  time  of 
writing. 

It  was  in  i960  that  the  idea  gained  momentum  of  direct  action  by 
Euratom  itself  in  the  field  of  power  reactors.  The  argument  behind  it 
ran  Hke  tliis:  in  the  not-too-distant  future  (and  before  1970  according 
to  some  estimates)  nuclear  power  stations  could  start  providing  energy 
at  costs  competitive  with  traditional  fuel  and  power  resources;  yet  to 
wait  until  then  would  be  disastrous,  for  only  practical  experience 
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gained  in  the  operation  of  such  plants  on  an  industrial  scale  could  serve 
as  a  basis  for  a  viable  programme  of  production — and  such  experience 
takes  years  to  acquire.  The  finance  and  backing  which  Euratom  could 
give  would  enable  private  firms  in  the  Community,  which  would 
otherwise  find  the  financial  risks  not  worth  taking,  to  undertake  ex- 
perimental programmes  and  gain  experience  which  later  would  benefit 
the  Community  as  a  whole. 

A  programme  drawn  up  in  1961  met  with  a  favourable  reception  all 
round  and  was  approved  by  the  Council  of  Ministers.  By  the  end  of 
1962  two  contracts  had  been  signed,  a  third  was  being  prepared,  and 
other  applications  had  been  received. 

Lastly  it  is  worth  recording  that  the  Euratom  Commission  has  taken 
a  number  of  important  steps  to  meet  the  new  responsibihties  which  the 
development  of  nuclear  energy  thrusts  upon  society.  As  one  of  its  first 
tasks  it  worked  out,  with  the  collaboration  and  approval  of  other 
Community  bodies,  a  set  of  'safety  standards' — indicating  safe  'doses' 
of  radioactivity,  and  maximum  permissible  levels  in  the  atmosphere, 
water  and  soil — which  now  apply  throughout  the  Community,  and 
are  kept  constantly  under  review,  changes  being  submitted  to  the 
ParHament  and  the  Economic  and  Social  Committee  for  their  views. 
When  a  special  convention  on  third  party  liabihty  for  nuclear  accidents 
(providing  for  government  guarantees)  was  worked  out  under  OEEC 
the  Euratom  countries  decided  it  was  not  adequate,  and  have  them- 
selves drawn  up  a  more  far-reaching  additional  convention. 

It  is  difficult  to  estimate  the  true  importance  of  Euratom.  Certainly 
it  has  not  yet  succeeded  in  welding  the  activities  of  the  member  States 
(in  particular  of  France)  into  a  single  coherent  whole.  On  the  other 
hand  it  has  succeeded  in  encouraging  a  considerable  degree  of  co- 
operation in  specific  fields,  and  by  1962  the  shape  of  a  concerted  pro- 
gramme for  concentrating  on  the  development  of  a  hmited  number  of 
reactor  types  was  taking  shape.  Once  the  work  of  the  Common 
Research  Centre  gets  into  its  stride  it  should  provide  a  major  impetus 
to  research.  Although  in  absolute  terms  the  Community  still  lags  far 
behind  the  U.K.,  Russia  or  the  United  States  in  its  nuclear  develop- 
ment for  peaceful  uses,  the  scale  of  its  research  activity  has  now  over- 
taken Britain.  It  is  too  early,  however,  to  say  what  the  practical  results 
of  this  research  effort  will  be. 

As  far  as  nuclear  power  is  concerned,  the  existence  of  Euratom 
should  provide  a  guarantee  that  when  it  does  become  competitive, 
perhaps  in  the  next  decade,  with  power  from  traditional  sources,  it 
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will  be  developed  under  a  single  co-ordinated  programme  for  the 
Community.  Moreover  it  can  be  assumed,  as  we  shall  see  below,  that 
by  then  the  Community  will  have  a  common  pohcy  for  the  whole 
vital  field  of  fuel  and  power. 


(ii)  The  Coal  and  Steel  Community 

The  Coal  and  Steel  Community  was  the  forerunner  of  the  Common 
Market.  The  motives  that  presided  at  its  birth  were  perhaps  more 
openly  political  than  in  the  case  of  EEC  and  Euratom:  the  avowed  aim 
was  to  end  for  ever  the  possibihty  of  war  between  the  countries  of 
Western  Europe,  by  pooling  two  basic  industries  essential  to  any  war 
effort. 

From  the  economic  point  of  view,  ECSC  is  a  common  market,  run 
by  a  nine-member  body,  the  High  Authority,  which  in  the  prevailing 
atmosphere  of  enthusiasm  for  this  first  experiment  in  integration  was 
given  considerable  powers.  Free  movement  of  the  products  coming 
under  the  Paris  Treaty  by  which  ECSC  was  set  up — coal,  coke,  iron- 
ore,  scrap,  pig-iron,  and  steel — was  achieved  almost  at  once:  in  1953 
the  import  duties  on  steel  (amounting  to  as  much  as  20  per  cent  in  some 
cases  for  finished  steel),  and  quotas  and  other  restrictions  on  the  other 
goods,  were  removed.  There  is  no  common  external  tariff:  the  Com- 
munity is  an  exporter  rather  than  an  importer  of  steel,  and  for  coal  the 
member  countries  retain  control  over  their  import  pohcy.  Scrap 
exports  have  been  banned  for  most  of  the  period  since  1952. 

The  major  task  facing  the  High  Authority  was  thus  less  to  create  a 
free  trade  area  than  to  ensure  the  apphcation  throughout  the  area  of 
the  principles  of  free  and  undistorted  competition  on  which  the  Treaty 
is  based.  In  addition  it  has  played  some  role  in  shaping — or  at  least 
guiding — the  development  of  the  industries  for  which  it  is  responsible. 
In  the  steel  sector  its  task  has  been  made  easier  by  a  steady  run  of 
progress  and  expansion:  the  coal  economy  on  the  other  hand  has  run 
into  a  major  crisis  which  raises  such  vast  problems  that  they  can  only 
be  dealt  with  in  the  framework  of  a  pohcy  for  the  whole  fuel  and 
power  sector. 

The  removal  of  trade  barriers  for  coal  and  steel  had  two  main 
results.  Trade  in  all  ECSC  goods  expanded  at  unprecedented  speed, 
far  outstripping  both  the  growth  of  trade  with  other  countries  and  the 
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trade  between  the  Six  in  other  goods:  from  1952  to  1955  alone  the  rise 
in  intra-Community  trade  iji  coal  and  steel  amounted  to  93  per  cent, 
whereas  during  the  same  three  years  trade  in  all  the  sectors  hberahsed 
under  OEEC  rose  by  only  53  per  cent.  Under  the  stimulus  of  this 
increased  trade — combined  of  course  with  the  general  economic  boom 
— the  Community's  steel  output  rose  by  93  per  cent  from  195 1  to  i960 
as  against  an  average  increase  in  world  production  of  no  more  than 
66  per  cent.  Despite  the  rapid  development  of  new  steel-producing 
areas,  the  Six's  share  in  the  total  went  up  steadily  (from  17-9  per  cent 
to  21*3  per  cent),  whereas  the  U.S.  share  fell  drastically  from  43-3  per 
cent  to  26'3  per  cent  and  that  of  Britain  also  fell  shghtly  (from  7-5  per 
cent  to  7-2  per  cent).  Owing  to  the  increased  efficiency  of  the  Com- 
munity industry  as  a  whole — for  which  the  common  market  in  steel 
was  at  least  partly  responsible — ^European  steel  prices  remained  stable 
at  a  time  when  world  prices  in  general  were  rising. 

A  second  major  consequence  of  the  common  market  was  a  rational- 
isation of  the  flow  of  trade  in  coal  and  steel.  A  map  of  coal  and  iron-ore 
deposits  in  Western  Europe  shows  a  triangle  taking  in  the  Ruhr, 
Lorraine  and  N.E.  France:  yet  the  hazards  of  history  had  divided  this 
area  between  no  less  than  five  sovereign  countries  each  with  its  own 
industrial  economy.  Trade  increased  so  rapidly  because  it  was  now  able 
to  find  its  natural  course  between  areas  complementary  to  each  other 
— Ruhr  coal  now  going  to  Lorraine,  to  take  only  one  instance,  instead 
of  all  the  way  to  Southern  Germany. 

Ensuring  free  competition  in  this  highly  cartehsed  branch  of  the 
economy  was  one  of  the  High  Authority's  most  difficult  tasks,  and 
remains  one  of  its  major  concerns.  All  firms  in  the  Community  are 
required  to  submit  to  the  High  Authority  price  schedules  for  their 
goods,  and  to  sell  to  all  customers,  at  the  prices  set,  without  discrimina- 
tion. The  prices  are  given  for  specific  areas  and  firms  may  ahgn  their 
prices  in  these  areas  on  those  of  their  competitors :  but  no  unpublished 
rebates  are  allowed,  and  the  High  Authority  can  and  does  take  firm 
action,  imposing  fines  on  offenders,  to  prevent  the  coal  and  steel 
companies  infringing  the  pricing  rules,  hi  the  coal  sector  price  ahgn- 
ment  on  competitors  is  only  allowed  where  the  producer  is  the  natural 
supplier  for  the  area,  for  geographical  reasons,  or  has  a  standing  hnk 
with  customers.  In  Germany  and  Belgium  joint  selling  agencies  exist, 
under  strict  conditions  laid  down  by  the  High  Authority,  to  organise 
the  sale  of  coal. 

The  coroUary  to  price  control  and  tlie  presentation  of  price  schedules 

114 


ENERGY:  THREE  COMMUNITIES,  ONE  PROBLEM 

(which  the  High  Authority  need  not  pubHsh  but  which  any  potential 
competitor  may  consult)  is  full  knowledge  too  of  the  rates  charged  for 
transport:  if  transport  rates  remain  secret  the  railways  in  particular  can 
accord  national  firms  advantages  over  their  competitors.  The  High 
Authority  has  been  trying  for  years  to  achieve  an  open  market  in 
transport:  discrimination  in  the  rates  charged  is  banned  by  the  ECSC 
Treaty,  and  after  failing  to  get  the  governments  to  agree  to  compulsory 
pubHcation  of  rates  and  conditions  (or  their  notification  to  the  High 
Authority)  the  latter  issued  in  i960  a  'directive'  both  requiring  the 
States  to  accept  the  principle  and  laying  down  the  means  by  which  they 
were  to  do  it.  The  Court  of  Justice,  to  which  two  member  States 
appealed,  ruled  that  the  High  Authority  had  no  power  to  issue  a 
directive,  and  so  in  1961  the  High  Authority  issued  instead  a  recom- 
mendation (which  is  binding  as  to  the  ends  to  be  achieved,  but  leaves 
the  means  to  the  discretion  of  the  governments)  to  the  same  effect. 
Both  Italy  and  HoUand  appealed  against  the  recommendation 
but  in  July  1962  the  Court  upheld  the  action  of  the  High  Authority; 
its  ruling  is  clearly  of  great  importance  in  relation  to  the  EEC  Com- 
mission's plans  for  achieving  fair  competition  in  the  whole  transport 
sector. 

The  other  aspect  of  the  High  Authority's  role  as  watch-dog  of  fair 
competition  is  its  anti-cartel  activity.  All  cartels  in  the  coal  and  steel 
industries  have  to  be  registered,  and  many  of  the  seventy  or  so  that 
were  in  existence  when  this  provision  came  into  force  in  1953  were 
soon  dissolved,  though  smaller  ones  (such  as  joint  selling  bodies  in  the 
smaller  coalfields)  were  granted  extensions.  Major  conflicts  lasting 
several  years  took  place  before  the  biggest  cartels — such  as  GEORG, 
which  sold  all  the  Ruhr  coal — could  be  aboHshed  or  brought  into  hne 
by  compromise  settlements.  A  dispute  over  the  powers  of  the  three 
coal-selling  cartels  into  which  GEORG  was  spht  up  continued  until 
May  1962  when  the  Court  of  Justice  finally  upheld  a  High  Authority 
decision  that  it  would  be  contrary  to  the  Treaty  for  them  to  link  up 
again  in  a  single  selling  agency. 

New  mergers  and  concentrations,  too,  are  subject  to  the  High 
Authority's  approval.  Since  one  of  the  aims  of  the  common  market  was 
to  bring  about  an  adaptation  to  a  larger  scale  of  output,  the  High 
Authority  has  been  fairly  lenient  in  interpreting  the  requirement  that 
new  groupings  must  not  acquire  a  dominant  position  on  their  sector  of 
the  market  or  on  part  of  it.  A  large  proportion  of  the  mergers  planned 
in  the  last  ten  years  have  been  approved.  Each  case  is  examined  strictly 
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on  its  merits  and  the  High  Authority  has  sometimes  required  the  firms 
to  break  off  their  Hnks  with  other  groups,  or  has  made  it  a  condition 
that  future  plans  for  expansion  must  be  submitted  for  approval. 

AN   ACTIVE  POLICY 

The  High  Authority  is  not  merely  a  sort  of  policeman  enforcing  the 
rules  of  the  Treaty,  as  might  be  supposed  from  the  above.  There  are 
many  ways  in  which  it  plays  a  positive  role,  both  in  promoting  the 
balanced  progress  of  the  common  market  and  in  improving  conditions 
for  the  workers  in  the  coal  and  steel  industries. 

Its  role  of  guidance  finds  its  most  immediate  expression  in  'General 
Objectives*  for  coal  and  steel.  Drawn  up  after  a  major  study  involving 
consultations  with  innumerable  experts  in  aU  the  sectors  involved,  they 
are  in  fact  detailed  forecasts  of  supply  and  demand  trends,  intended  to 
indicate  the  hnes  along  which  the  industry  should  develop  if  a. reason- 
able equihbrium  is  to  be  maintained.  New  General  Objectives  for  iron 
and  steel  were  pubHshed  in  February  1962,  covering  predictable  trends 
up  to  1965.  New  General  Objectives  for  coal  are  also  due  and  will 
probably  be  cast  so  as  to  set  future  developments  for  coal  in  the  context 
of  trends  in  the  energy  sector  as  a  whole. 

It  is  in  the  light  of  the  General  Objectives  that  the  High  Authority 
examines  the  investment  projects  of  the  ECSC  firms,  which  have  to 
be  submitted  to  it  in  advance.  It  cannot  prevent  a  firm  from  carrying 
out  an  investment  project,  but  may  publish  a  negative  'opinion'  point- 
ing out  that  it  does  not  fit  in  with  the  pattern  of  development  outlined 
in  the  Objectives  and  may  disturb  the  balance  of  supply  and  demand 
or  create  surplus  capacity. 

The  High  Authority  does  not  limit  itself  to  guidance :  it  also  pursues 
an  active  policy  of  its  own.  In  this  it  is  helped  by  the  fact  that  unlike 
the  EEC  Commission  (which  is  dependent  on  the  contributions  of 
member  States,  and  risks  having  its  financial  estimates  cut  by  the 
Council  of  Ministers)  it  has  funds  of  its  own.  They  are  obtained  from  a 
levy  of  up  to  i  per  cent  on  the  annual  business  turnover  of  all  ECSC 
firms  (except  the  iron-ore  companies):  for  1961-2  the  levy  stood  at 
0-35  per  cent  and  for  1962-3  the  satisfactory  financial  position  of  the 
High  Authority  enabled  it  to  be  cut  to  0-2  per  cent.  The  levy  rate  is 
decided  by  the  High  Authority  (which  must  however  get  the  agree- 
ment of  the  Council  by  a  two-thirds  majority  if  it  wants  to  raise  the 
rate  above  one  per  cent).  Hesitatingly  at  first,  but  more  confidently  in 
recent  years,  the  High  Authority  has  followed  a  financial  poHcy  of  its 
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own:  by  careful  placing  of  its  funds,  and  by  building  up  a  substantial 
'reserve  fund',  it  has  established  its  credit  on  the  international  markets 
and  is  now  in  a  position  to  raise  any  funds  it  needs  by  loans. 

It  was  in  1955  that  the  High  Authority  first  obtained  a  $100  mill- 
ion loan  from  the  U.S.  Export-Import  Bank.  Since  then  it  has 
successfully  floated  loans  on  the  Swiss  market,  the  American  market 
several  times,  and  more  recently  inside  the  Community  also.  It  uses  the 
funds  obtained  to  grant  loans  to  aid  investment  projects  by  Com- 
munity firms,  giving  first  priority  to  investments  intended  either  to 
increase  productivity  or  to  bring  about  an  adaptation  to  new  market 
conditions.  Together  with  the  General  Objectives,  the  loan  policy 
constitutes  a  means  of  'steering'  private  investment  in  the  coal  and 
steel  sectors. 

A  special  case  where  the  High  Authority  took  direct  action  to 
guarantee  the  stabihty  of  the  common  market  was  the  'Scrap  Perequa- 
tion  Fund'.  During  the  early  years  of  ECSC  there  was  an  acute  scrap 
metal  shortage  and  the  idea  of  the  Fund  was  to  keep  scrap  prices  in  the 
Community  below  the  soaring  levels  on  the  world  market,  sharing  the 
burden  of  doing  so  equally  amongst  all  the  firms  using  scrap.  Any  steel 
company  which  was  obliged  to  import  scrap  from  the  rest  of  the  world 
to  meet  its  requirements  received  from  the  Fund  the  difference  between 
the  price  paid  and  the  price  in  the  Community :  and  the  total  paid  out 
was  collected  from  the  more  fortunate  firms  not  obliged  to  import,  by 
means  of  a  levy  on  all  scrap  transactions  inside  the  member  countries. 
Despite  administrative  complications  (and  a  series  of  frauds  which  were 
discovered  later,  with  scrap  from  ship-breaking  being  passed  off  as 
imported  scrap  in  order  to  quahfy  for  a  refund !)  the  scheme  served  its 
main  purpose  and  helped  to  keep  scrap  prices,  and  thus  steel  prices, 
steady. 

LOOKING  AFTER  THE  WORKERS 

Investment  is  not  the  only  sphere  where  the  High  Authority  is  active: 
it  has  taken  a  lively  interest  in  hving  and  working  conditions.  The  basis 
of  its  social  policy,  under  the  Treaty,  was  due  to  be  free  movement  of 
miners  and  steel-workers,  but  attempts  to  ensure  this  by  granting  an 
ECSC  'worker's  card'  failed  resoundingly  because  the  card  was  only 
made  available  to  skilled  workers  who  in  any  case  were  in  demand  at 
home,  or  if  they  wanted  to  move  could  always  obtain  work  permits 
and  good  conditions  without  difficulty. 
More  important  by  far  have  been  High  Authority  grants  for  indus- 
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trial  reconversion.  An  early  scheme,  which  came  to  an  end  with  the 
transitional  period  in  1958,  applied  only  to  cases  where  it  was  the 
direct  effects  of  the  common  market  and  increased  competition  which 
had  put  the  firms  in  difficulties.  A  new  scheme  now  in  operation 
enables  the  High  Authority  to  use  its  own  funds  to  make  grants  towards 
the  re-training  or  re-Settlement  of  workers  when  this  is  made  necessary 
by  structural  changes  on  the  coal  or  steel  markets :  the  obvious  case  is 
that  of  miners  from  mines  which  have  to  be  closed  down.  During  the 
1958  coal  crisis  the  High  Authority  also  paid  out  milhons  of  dollars 
from  its  reserves  under  a  scheme  to  keep  the  wages  of  miners  on  short- 
time  (above  all  in  Belgium  and  Germany)  up  to  a  certain  minimum 
level. 

Of  all  the  High  Authority's  activities  the  one  with  the  most  imme- 
diate efficacity  is  perhaps  the  workers'  housing  schemes.  Since  this  was 
not  something  which  figured  in  the  Treaty  (and  the  High  Authority 
could  therefore  use  neither  the  proceeds  of  the  levy,  nor  the  reserve 
fund)  special  loans  have  been  raised  to  help  provide  adequate  housing 
conditions  for  the  workers — many  of  them  migrants — in  the  coal  and 
steel  industries.  Since  a  first  pilot  scheme  in  1958  proved  successful  the 
High  Authority  has  undertaken  four  other  programmes.  By  January 
ist,  1962,  over  43,000  dwelhngs  had  been  built  imder  the  scheme,  and 
those  under  construction  will  bring  the  total  up  to  56,400.  The  total 
sum  provided  either  directly  by  the  High  Authority  or  as  a  result  of 
its  initiative  is  over  $110  million. 

Lastly,  the  High  Authority  had  been  active  for  many  years  in  the 
fields  of  safe  working  conditions  and  industrial  medicine,  making 
grants  to  encourage  research,  co-ordinating  the  work  of  existing  bodies, 
and  promoting  collaboration  between  workers  and  employers. 

INSTITUTIONS 

About  the  institutional  framework  of  the  Coal  and  Steel  Community 
little  needs  to  be  said.  The  Consultative  Committee  plays  a  role  very 
similar  to  that  of  the  Economic  and  Social  Committee  in  EEC,  carrying 
on  the  whole  probably  rather  more  weight  with  the  Executive.  The 
European  Parhament  continues  to  maintain  the  tradition  of  close  super- 
vision of  the  High  Authority's  activities  which  it  estabhshed  as  the 
Common  Assembly  from  1952  to  1958.  Members  of  the  High  Autho- 
rity regularly  attend  meetings  of  parliamentary  committees  and  there 
is  a  steady  flow  of  parliamentary  questions  about  the  coal  and  steel 
sector. 
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The  Court  of  Justice  has  played  an  extremely  important  part  in  the 
history  of  the  Coal  and  Steel  Community.  It  has  frequently  had  to  give 
rulings  on  cases  with  the  widest  economic  and  even  political  imphca- 
tions.  Thus  right  at  the  beginning  it  quashed  a  decision  by  the  High 
Authority  authorising  steel  firms  to  sell  at  a  certain  margin  above  or 
below  their  scheduled  prices.  In  196 1  it  turned  down  as  being  contrary 
to  the  Treaty  the  text  of  a  revised  version  of  Article  65.2  (on  cartels), 
worked  out  jointly  by  the  High  Authority  and  the  Council  of  Ministers 
and  designed  to  make  it  possible  for  the  High  Authority  to  be  more 
lenient  in  authorising  joint  seUing  on  the  crisis-stricken  coal  market: 
this  meant  that  the  only  way  to  achieve  the  desired  end  would  be  a 
major  revision  of  the  Article  in  question,  involving  ratification  by  the 
national  parhaments — a  procedure  which  both  the  High  Authority  and 
some  member  governments  are  unwilling  to  risk  in  current  political 
circumstances.  Another  major  case  where  its  ruhng  will  be  of  far- 
reaching  importance  is  that  concerning  compulsory  pubHcity  for  trans- 
port rates. 

Also  in  the  institutional  field  it  is  worth  mentioning  that  there 
has  been  close  Uaison  with  the  U.K.  in  the  Coimcil  of  Association, 
and  that  the  Community  has  agreements  with  Switzerland  and 
Austria  about  conditions  for  the  through  transport  of  ECSC 
products. 

In  the  iron  and  steel  sector,  it  can  reasonably  be  said  that  the  Com- 
munity has  proved  a  success.  The  same  is  hardly  true  for  coal.  When 
the  Treaty  was  signed  there  was  a  fuel  shortage  and  every  effort  was 
made  to  expand  output  and  encourage  coal  imports.  Then  the  tide 
turned  and  the  coal-mining  industry  faced  a  crisis,  with  short-time 
working,  stocks  at  the  pit-heads  piling  up  to  unprecedented  levels,  and 
output  far  exeeding  demand.  The  situation  was  aggravated  by  a  flow 
of  cheap  American  coal  under  long-term  contracts  concluded  during 
the  period  of  shortage.  Trying  to  introduce  solutions  which  would  be 
apphed  by  the  Community  as  a  whole,  the  High  Authority  found 
itself  unable  to  rally  the  support  of  the  governments.  A  plan  for  pro- 
duction quotas  and  hmitation  of  imports  failed  to  pass  the  Council  of 
Ministers.  Instead  the  High  Authority  had  no  option  but  to  leave  it  to 
the  member  coimtries  to  solve  their  own  problems:  Germany  put 
import  restrictions  on  coal  from  non-member  countries,  and  the  High 
Authority  was  obliged  to  agree  to  temporary  isolation  of  the  Belgian 
coal  market  from  the  rest  of  the  common  market  (a  measure  which 
has  still  not  been  rescinded  in  1962  despite  the  return  to  a  more  normal 
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market  situation).  The  High  Authority's  own  action  was  hinited  to 
direct  assistance  to  the  miners  hit  by  the  crisis. 

This  faihire  of  the  supranational  machinery,  though  in  part  sympto- 
matic of  the  low  ebb  reached  by  the  supranational  idea  at  that  time — 
the  governments  preferring  the  formula  they  had  just  adopted  for  the 
Common  Market — also  reflected  the  fact  that  coal  was  facing  a  struc- 
tural crisis  resulting  from  the  competition  of  fuel  oil.  Coal  policy  could 
no  longer  be  considered  separately  from  energy  problems  as  a  whole: 
it  began  to  be  reahscd  that  the  Community  needed  a  common  energy 
pohcy. 


(iii)  A  Common  Energy  Policy 

As  a  result  of  the  historical  development  of  European  integration,  the 
different  sectors  of  the  fuel  and  power  economy  come  under  the 
authority  of  three  different  Communities:  coal  under  ECSC,  atomic 
energy  under  Euratom,  and  oil  and  natural  gas  under  the  general  pro- 
visions of  the  Common  Market.  Yet  the  problem  facing  the  Six — the 
same  as  has  arisen  in  Britain — is  one  that  can  be  solved  only  by  a  single 
policy  covering  the  whole  energy  economy.  Simply  stated  it  is  this: 
coal,  which  formerly  dominated  the  fuel  and  power  market,  has  lost 
ground  so  rapidly  over  recent  years  to  fuel  oil  and  natural  gas  that,  as 
M.  Marjolin  of  the  EEC  Commission  put  it  in  a  speech  to  the  European 
Parhament,  it  has  'lost  not  merely  its  monopoly  but  even  its  absolute 
majority'.  At  the  same  time  as  the  new  cleaner  and  more  efficient  fuels 
drove  it  from  many  of  its  traditional  markets  in  industry  and  elsewhere 
in  the  economy  (heating,  the  railways,  etc.)  it  has  also  faced  growing 
competition  from  cheaper  imported  coal,  especially  from  the  United 
States,  even  on  the  markets  where  it  remains  the  only  suitable  fuel. 

At  the  same  time  as  oil  products  gained  ground  at  the  expense  of 
coal,  the  Community  as  a  whole  has  come  to  be  more  and  more 
dependent  on  imports  for  its  total  fuel  and  power  consumption.  Most 
of  its  imported  oil  comes  from  the  Middle  East,  but  in  recent  years  a 
growing  proportion  has  been  imported  from  the  Soviet  bloc,  and  this 
raises  the  problem  of  ensuring  that  Western  Europe  does  not  become 
dependent  on  suppHes  which  could  be  cut  off  for  political  reasons : 
rehable  sources  of  energy  are  an  essential  condition  of  the  Commimity's 
economic  expansion.  Lastly,  there  looms  on  the  horizon  the  possibility 
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of  economically  competitive  nuclear  power  stations,  which  according 
to  some  recent  estimates  should  start  contributing  to  the  Community's 
energy  supply  from  1970  onwards. 

One  result  of  the  division  of  the  energy  sector  between  the  three 
Communities  is  that  none  of  the  Treaties  contains  any  provision  for  a 
common  energy  policy.  The  recognition  that  one  is  needed  is  merely 
the  logical  conclusion  from  the  need  for  cheap  and  reliable  supphes  of 
energy  as  a  basis  for  expansion  in  a  Community  which  will  be  de- 
veloping as  a  unit  thanks  to  common  or  co-ordinated  policies  in  other 
sectors.  As  with  transport,  major  divergencies  from  one  country  to 
another  in  the  prices  of  the  various  forms  of  energy,  or  in  the  way 
they  are  treated  as  regards  taxation,  or,  again,  in  their  relative 
competitive  position,  could  distort  competition  in  the  market  as  a 
whole. 

It  is  therefore  easy  enough  for  the  Six  to  agree  on  the  need  for  co- 
ordination of  their  poUcies  or  even  for  a  common  policy:  but  there  is 
a  fundamental  clash  between  their  interests.  Germany,  as  the  country 
with  the  biggest  coal  output  and  the  largest  mining  commimity,  has 
to  defend  the  interests  of  the  mines;  France  has  had  a  special  interest  in 
finding  European  markets  for  Sahara  oil  (but  also  has  her  own  coal- 
mining industry  to  think  of) ;  and  Italy,  who  has  no  coal  interests  to 
protect,  and  has  built  up  her  economy  on  the  basis  of  the  cheapest 
available  imported  energy  and  more  recently  on  the  new  forms — ^her 
own  natural  gas,  and  imported  oil  of  which  she  is  a  major  refiner — is 
primarily  interested  in  ensuring  energy  supphes  at  the  lowest  possible 
price. 

As  early  as  1957  the  Council  of  Ministers  of  the  Coal  and  Steel 
Community  entrusted  the  High  Authority  with  the  task  of  working 
out  a  common  energy  poHcy  for  the  Six  countries.  When  the  other  two 
Communities  were  set  up,  the  work  was  taken  over  by  a  group  of 
members  from  all  three  Executives,  known  as  the  Interexecutive  for 
Energy.  Analysing  the  situation  and  working  out  proposals  which 
might  serve  to  reconcile  the  various  interests  involved  proved  a  lengthy 
and  laborious  undertaking,  and  it  was  not  until  early  in  1961  that  a.  first 
set  of  proposals  was  laid  before  the  Council  of  Ministers  of  ECSC. 
They  indicated  the  general  lines  along  wliich  a  common  pohcy  might 
be  worked  out,  and  also  contained  suggestions  for  drawing  up  without 
delay  the  kind  of  emergency  measures  which  would  clearly  be  needed 
to  protect  the  coal  industry  from  disaster  should  there  be  an  economic 
recession — experience  having  shown  that  once  the  crisis  had  begun  it 
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would  be  far  more  difficult  to  get  the  member  States  to  agree  to  Com^- 
munity  measures. 

Those  proposals  formed  the  subject  of  a  great  deal  of  pubHc  debate, 
but  nothing  was  done  to  put  them  into  effect,  for  they  were  never 
formally  adopted  by  the  Coimcil  of  Ministers,  although  it  debated 
them  at  length  on  many  occasions.  Meanwhile  various  industrial 
groups,  such  as  the  organisation  which  groups  the  coal-consuming 
industries  of  Western  Europe,  made  urgent  calls  for  steps  towards  a 
common  poHcy.  In  January  and  February  1962  the  European  Parha- 
mentary  Assembly  held  a  marathon  debate  which  reflected  in  its  range 
and  confusion  the  complexity  of  the  problems  to  be  faced,  but  resulted 
in  the  adoption  of  a  resolution  calling  for  a  poHcy  roughly  correspond- 
ing to  that  proposed  by  the  Interexecutive. 

At  last,  in  April  1962  in  Rome  at  an  unofficial  meeting  of  the 
Ministers  responsible  for  fuel  and  power  in  the  member  countries,  a 
first  major  step  forward  seemed  to  have  been  made.  For  the  first  time 
there  was  all-round  agreement  on  the  need  not  just  for  co-ordination 
of  national  pohcies  but  for  a  genuine  common  poHcy,  to  be  apphed  at 
the  Community  level,  and  to  be  based  imequivocally  on  the  long-term 
aim  of  ensuring  adequate  energy  supphes  for  the  Commuiuty  at  the 
lowest  possible  cost  to  the  consumer — though  taking  into  account  of 
course  the  need  to  guarantee  the  coal-mining  industry  a  smooth  adap- 
tation to  the  changing  situation  on  the  energy  market.  The  Inter- 
executive was  instructed  to  work  out  a  time-table  for  the  elaboration 
and  implementation  of  such  a  pohcy.  A  first  set  of  proposals  were  du'e 
to  go  before  the  Ministers  in  the  summer  of  1962,  but  decisions  are 
unhkely  before  the  autumn. 

BLUEPRINT  FOR  AN  ENERGY  POLICY 

It  is  possible,  however,  taking  as  a  starting-point  the  proposals  of  the 
Interexecutive,  to  predict  the  general  Hues  along  which  the  common 
policy  is  hkely  to  take  shape.  The  first  basic  principle  is  that,  as  the  1961 
Interexecutive  report  put  it,  'nothing  should  be  done  to  give  the  more 
costly  forms  of  energy  lasting  protection  against  the  more  economic 
forms',  for  this  would  mean  dehberately  putting  a  brake  on  economic 
progress.  The  objective  will  rather  be  the  adaptation  of  the  Community 
economy  to  the  new  conditions  on  the  energy  market,  (hi  this  con- 
nection it  has  often  been  pointed  out  that  the  price  reductions  made  by 
the  oil  companies  for  petroleum  products  which  compete  directly  with 
coal  are  sometimes  tactical  ones  aimed  at  persuading  a  given  group  of 
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users  to  change  over  to  oil  products,  and  that  prices  might  rise  again 
later;  it  would  be  a  mistake  to  close  down  coal-mining  capacity  which 
might  turn  out  in  the  long  run  to  be  economic.  The  Interexecutive 
points  out  however  that  should  the  Community's  coal  needs  ever  come 
to  exceed  output  it  would  be  easy  to  import  coal  cheaper  than  it  can  be 
produced  in  the  member  countries.) 

The  second  principle  is  however  that  the  re-adaptation  must  be  a 
gradual  one,  giving  the  coal-mining  industry  time  to  re-organise.  To 
leave  the  problem  to  be  solved  by  the  free  play  of  market  forces  would 
have  disastrous  social  consequences  in  areas  still  largely  dependent  on 
the  mines  for  employment. 

In  the  hght  of  these  two  principles,  several  practical  steps  are  en- 
visaged. The  first  would  be  the  introduction  of  a  common  commercial 
pohcy  for  the  whole  energy  sector.  Coal  at  present  moves  freely 
between  member  countries  (except  that  the  precarious  Belgian  market 
is  for  the  moment  isolated)  but  there  is  no  uniform  external  trade 
pohcy.  It  is  therefore  proposed  to  harmonise  tariff  and  quota  poUcies 
(as  laid  down  in  Article  72  of  the  ECSC  Treaty)  and  work  out  a  com- 
mon approach  to  coal  imports  from  State-trading  countries  (especially 
Poland) ;  in  addition  there  would  be  prior  consultation  on  transactions 
(such  as  long-term  contracts)  with  non-member  coimtries.  Trade  in  oil 
and  petroleum  products  between  member  countries  will  of  course  be 
freed  gradually  under  the  Rome  Treaty:  but  so  far  the  common 
external  tariff  (refined  oil  figured  on  List  G)  has  not  been  set,  and 
it  would  have  to  be  determined  as  an  integral  part  of  the  common 
pohcy. 

Secondly,  there  wiU  undoubtedly  have  to  be  steps  to  bring  the  rules 
of  competition  covering  oil  and  coal  into  line.  At  the  moment  coal  is 
subject  to  the  strict  rules  imposed  in  the  ECSC  Treaty  (pubhcation  and 
strict  observance  of  price  schedules),  with  the  result  that  its  price 
structure  is  inflexible  and  tactical  changes  cannot  be  made  to  meet 
competition  from  fuel  oil:  the  duel  between  the  two  is  thus  imequal 
from  the  start,  since  oil  can  be  sold  at  unpubHshed  prices  which  the 
companies  can  and  do  vary  at  will  to  drive  coal  from  one  or  other 
sector  of  the  market.  The  proposals  for  remedying  this  situation  are  at 
the  heart  of  the  debate  on  energy  pohcy.  It  has  been  suggested  that  there 
should  be  an  'orientation  price',  which  would  in  fact  be  a  guiding 
price'  rather  than  a  target  price.  It  would  be  calculated  on  the  basis  of 
estimated  demand  and  supply  and  would  be  set  at  the  level  which  if 
observed  would  keep  the  market  in  a  healthy  state,  saving  coal  from 
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ruinous  competition  but  not  protecting  inefficient  mines.  Firms  would 
of  course  be  allowed  a  margin  of  variation  around  the  price.  It  is  far 
from  clear  however  whether  the  scheme  will  ever  form  part  of  the 
common  poUcy. 

As  a  complement  to  this  the  Interexecutive  has  been  considering  a 
comparison  of  all  national  pohcies  affecting  fuel  and  power  prices, 
including  direct  setting  of  prices  or  special  taxes  on  fuel  oil  such  as  have 
been  apphed  in  Belgium  and  Germany.  Efforts  would  be  made  to 
narrow  the  gaps  between  national  price  levels.  Lastly  legislation  on  the 
levels  of  stocks  of  oil  (for  supply  reasons)  and  on  air-  and  water- 
pollution  should  be  brought  into  line. 

National  measures  of  various  kinds  for  subsidising  the  coal  industry 
should  gradually  be  complemented  and  then  replaced  by  measures 
operating  at  the  Community  level.  At  the  same  time  every  effort 
should  be  made,  in  particular  by  co-ordinating  the  re-adaptation 
schemes  of  EEC  and  ECSC,  to  set  the  coal  industry  on  a  sounder  eco- 
nomic basis  by  the  closing-down  of  uncompetitive  mines  and  by  other 
means ;  one  minor  suggestion  was  a  cut  in  the  retiring  age  for  miners. 

Lastly  there  should  be,  as  suggested  above,  a  flexible  but  complete 
plan  for  meeting  major  difficulties  which  may  occur  before  the  long- 
term  re-adaptation  of  the  coal-mining  industry  has  been  completed. 
Such  a  plan  would  come  into  action  automatically  when  the  situation 
fulfilled  a  number  of  objective  criteria  also  to  be  worked  out  in  ad- 
vance: there  would  thus  be  no  delay  and  no  scope  for  refusal  to  co- 
operate on  the  part  of  one  or  other  government. 

I  should  perhaps  emphasise  that  what  I  have  been  describing  is  not  a 
pohcy  already  drawn  up  or  adopted,  but  merely  the  form  which  such 
a  pohcy  may  take  when  eventually  agreed  upon.  The  outline  pro- 
gramme which  the  Interexecutive  is  due  to  submit  to  the  ministers  for 
the  elaboration  and  implementation  of  a  common  pohcy  in  fact  pro- 
vides for  a  preparatory  period — to  last  until  the  beginning  of  1964,  thus 
in  all  probability  allowing  new  member  States  to  play  their  part — 
during  which  the  detailed  measures  for  the  transition  period  and  the 
outhne  of  the  eventual  common  energy  market  would  be  drafted. 

The  transitional  period  itself,  beginning  in  1964,  would  see  the  first 
practical  steps,  with  measures  of  national  pohcy  gradually  being  re- 
placed by  Community  pohcy  (as  in  the  case  of  subsidies  or  commercial 
pohcy)  or  else  brought  into  line  (taxation,  etc.). 

At  the  end  of  the  transitional  period  (1970  at  the  latest),  the  common 
energy  pohcy  would  come  fully  into  effect,  taking  its  place  amongst 
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the  other  common  pohcies  of  the  Community  and  closely  hnked  with 
them.  Energy  pohcy  has  been  a  slow  starter,  both  because  of  the  com- 
plexity of  the  problems,  and  because  there  was  nothing  in  the  Treaties 
to  oblige  the  member  countries  to  take  action:  but  once  again  the  inter- 
action of  one  aspect  of  the  economy  on  another — the  logic  of  integra- 
tion, one  might  call  it — seems  bound  to  have  its  way. 
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At  A  late  stage  in  the  negotiations  on  the  Treaty  of  Rome,  the  French 
proposed  that  their  overseas  territories  shoidd  be  accepted  as  a  joint 
responsibihty  of  the  Common  Market,  and  with  them  the  Belgian, 
Dutch  and  Itahan  territories  too.  It  was  a  brilhant  tactical  move: 
France's  partners,  too  far  committed  to  risk  a  break-down  of  the  whole 
Common  Market  project  by  refusing,  gave  way.^ 

The  aim  of  hnking  all  these  under-developed  areas  closely  with  the 
Community  was  to  promote  their  economic  and  social  development: 
or,  to  look  at  it  from  a  different  angle,  to  share  out  some  of  the  burden 
formerly  borne  by  the  member  countries  with  which  they  had  im- 
mediate ties.  There  wrere  two  sides  to  the  Association.  First,  the  creation 
of  a  free  trade  area:  all  the  member  countries  opened  their  frontiers  to 
goods  from  the  associated  countries  and  territories  at  the  same  rate  as 
to  other  member  countries,  whilst  the  overseas  areas  apphed  to  the 
Commvinity  as  a  whole  the  trading  system  previously  reserved  for  the 
'parent*  country  (though  retaining  the  right  to  apply  whatever  duties 
arc  necessary  to  protect  developing  industries).  The  most  important 
aspect  of  this  system  was  of  course  the  opening  up  of  the  whole  Com- 
munity— and  in  particular  the  German  market — to  exports  of  tropical 
products  and  other  commodities  from  the  associated  countries,  and  the 
creation  of  a  preference  (through  the  apphcation  of  the  common  ex- 

^  The  areas  thus  associated  with  the  Community  were:  {a)  Madagascar  and 
the  fifteen  African  States  due  to  participate  in  the  new  Association,  viz. :  Senegal, 
Mauretania,  Ivory  Coast,  Dahomey,  Upper  Volta,  Niger,  Togo,  Cameroun, 
Gabon,  Congo-Brazzaville,  Centrafrican  Republic,  Tchad,  and  Mah  (all  formerly 
French),  Somaha  (formerly  under  ItaUan  trusteeship)  and  Congo-Leopold ville 
(formerly  Belgian)  (b)  Guinea,  which  refused  to  continue  the  association 
(c)  Ruanda-Urundi  (due  for  independence  from  Belgium  very  soon)  (<f)  the 
various  small  French  overseas  dependencies  (the  overseas  Departments  are  con- 
sidered as  part  of  France)     (e)  Dutch  New  Guinea. 

In  addition  the  Dutch  West  Indies  wiU  have  the  status  of  an  Associated  State 
under  the  new  Association,  as  will  Surinam  (Dutch  Guiana). 
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temal  tariflf)  against  the  exports  of  other  primary  producers.*  It  was 
this  which  provoked  vigorous  protests  in  GATT  from  the  Latin 
American  countries  and  from  Commonwealth  countries  such  as  Ghana, 
who  argued  that  this  preference  would  be  bound  to  lead  to  their  losing 
markets  in  the  Community.  To  this  the  Six  repHed  that  for  one  thing 
there  was  no  statistical  proof  available  of  any  such  development;  and 
that  the  growth  of  demand  in  the  increasingly  prosperous  Community 
was  such  that  other  primary  producing  areas  need  suflfer  no  reduction 
in  the  absolute  size  of  their  markets  even  if  trade  with  the  associated 
countries  rose. 

The  second,  equally  important  leg  of  the  Association  agreement  was 
the  commitment  by  all  the  member  coimtries  to  help  finance  the 
economic  and  social  development  of  the  former  colonies.  In  regularly 
increasing  shces  over  a  five-year  period  they  committed  themselves  to 
pay  a  total  of  $581  miUion  (of  which  France  and  Germany  each  con- 
tributed 200  milhons)  into  a  Development  Fund  to  be  distributed  over 
the  same  period,  with  the  French  territories  receiving  the  hon's  share: 
$511  million.  The  fimds  were  to  be  divided  between  projects  for  social 
development — especially  hospitals  and  dispensaries,  schools,  and  train- 
ing estabhshments  of  all  kinds — and  economic  development  schemes  of 
general  interest:  bridges,  roads,  ports,  waterholes,  etc.  The  projects 
were  to  be  presented  by  the  local  administrations  through  the  European 
States  with  which  they  were  linked. 

The  Development  Fund  took  a  long  time  to  get  into  its  stride — 
partly  because  of  the  shortage  of  qualified  personnel  on  the  spot,  and 
the  consequent  dearth  of  viable  projects,  and  partly  owing  to  the  long 
and  comphcated  procedure  involved  in  the  presentation  and  approval 
of  projects.  Nevertheless  by  1961  and  1962  the  Fund  was  providing  a 
steady  flow  of  aid  for  the  most  pressing  needs  of  economic  and  social 
development. 

The  Association  was  concluded  for  an  indefinite  period,  but  the 
Convention  fiixing  the  details  of  its  appHcation  was  due  to  be  revised  and 
renewed  after  five  years,  i.e.,  at  the  end  of  1962.  Long  before  then  the 
situation  had  imdergone  a  radical  change.  During  i960,  the  'Year  of 
African  Independence',  all  the  African  countries  formerly  imder  French 
rule,  plus  Madagascar,  the  Belgian  Congo  and  Itahan  Somaliland 

^  Germany  was,  however,  granted  a  substantial  duty-free  import  quota  for 
bananas,  to  continue  even  after  the  end  of  the  transitional  period  at  75  per  cent  of 
the  quantity  imported  in  1956;  Italy  was  granted  a  duty-free  quota  on  similar 
hnes  for  imroasted  coffee. 

127 


THE  EUROPEAN  COMMUNITY 

achieved  autonomous  status.  With  the  sole  exception  of  Guinea,  they 
chose  to  retain  their  ties  with  the  Common  Market:  but  it  was  clear 
that  when  the  Association  was  reviewed  it  must  take  on  an  entirely  new 
form.  Future  co-operation  and  aid  must  be  on  a  basis  of  strict  equaHty. 

Since  the  African  countries  obtained  their  independence  one  of  the 
most  successful  aspects  of  the  Common  Market's  relations  with  them 
has  been  in  the  parliamentary  field.  The  European  Parhamentary  As- 
sembly had  taken  an  active  interest  from  the  start  in  the  link  with  the 
overseas  countries,  sending  a  number  of  missions  to  study  its  problems 
on  the  spot.  In  i960  the  idea  of  a  Eurafrican  parhamentary  conference 
was  launched,  and  after  a  prehminary  meeting  in  Rome  a  full-scale 
conference  took  place  in  Strasbourg  in  June  1961,  with  members  of  the 
Assembly  and  African  and  Malagasy  M.P.s  taking  part  under  the  joint 
chairmanship  of  Herr  Hans  Furler,  President  of  the  E.P.A.,  and  M. 
Lamine  Gueye,  the  brilhant  and  dignified  President  of  the  Senegal 
National  Assembly. 

The  real  decisions  on  the  future  of  the  Association  he,  however,  in 
the  hands  of  the  govermnents  of  the  Six  European  and  the  Sixteen 
African  states.  The  EEC  Commission  presented  precise  proposals  in  the 
summer  of  1961,  but  when  talks  began  amongst  the  Six  it  became  clear 
that  there  were  major  differences  of  opinion,  especially  between  the 
Germans,  who  felt  that  the  preferences  accorded  to  the  associated 
countries  as  against  third  countries  should  be  reduced  and  replaced  as 
far  as  possible  by  commodity  stabihsation  schemes,  and  the  French  who 
insisted  on  the  maintenance  of  preferences.  A  first  meeting  with  the 
Ministers  of  the  African  countries  in  Paris  in  December  1961  yielded 
httle  more  than  a  statement  of  aims  couched  in  the  vaguest  tenus,  and 
the  problem  was  thrust  on  to  working  parties  of  European  and  African 
experts.  Progress  in  the  early  months  of  1962  was  slow,  largely  owing 
to  differences  of  opinion  amongst  the  Six.  The  prospect  of  Britain's 
joining  the  Community  complicated  the  issue:  the  African  countries, 
backed  by  the  French,  were  anxious  to  shape  the  new  Association  and 
ensure  the  maintenance  of  preferences  before  any  decisions  were  taken 
on  linking  the  African  Commonwealth  countries  with  the  Com- 
munity. The  Dutch  on  the  other  hand  held  that  the  new  Association 
could  only  reahstically  be  estabhshed  by  taking  into  account  the  terms 
on  which  Commonwealth  countries  might  be  associated.  In  May, 
however,  when  the  Six  met  the  African  Ministers  for  the  second  time, 
it  proved  possible  to  reach  a  wide  measure  of  agreement  on  the  'trade' 
and  'aid'  aspects  of  the  new  Association  with  the  prospect  of  a  first 
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draft  of  the  new  Association  agreement  by  mid-June  1962:  at  all  events, 
the  general  shape  of  it  is  now  clear. 

The  basic  form  of  the  present  scheme  is  to  be  retained.  The  Associa- 
tion will  remain  a  free  trade  area,  although  with  the  African  States  still 
at  hberty  to  impose  customs  duties  or  quota  restrictions  to  protect  their 
developing  economies.  On  the  other  hand  the  duties  on  tropical  pro- 
ducts in  the  Common  External  Tariff  of  the  Community  will  be  cut, 
in  some  cases  by  as  much  as  half,  thus  reducing  discrimination  against 
other  tropical  producer  countries.  Special  steps  will  be  worked  out  to 
ensure  that  the  flow  of  coffee  and  bananas  from  the  associated  countries 
to  the  Community  is  maintained;  there  will  be  inter-governmental 
co-operation  in  an  attempt  to  agree  on  a  joint  pohcy  for  the  marketing 
of  tropical  products;  and  some  direct  aid  to  producers  is  allowed.  The 
Community  will  commit  itself  to  take  steps  to  increase  the  general  level 
of  consumption  of  tropical  products. 

The  member  States  will  take  on  a  new  commitment  to  provide  a 
total  sum  of  aid  (the  amount  of  which  is  hkely  to  be  around  $860 
miUion  over  five  years).  The  Development  Fund  through  which  the 
aid  will  continue  to  be  channelled  will  be  recast  so  as  to  make  it  more 
flexible  and  enable  it  to  give  aid  in  a  wider  range  of  forms :  subsidies 
and  loans  for  the  development  of  the  social  and  economic  infra- 
structure (schools,  hospitals,  communications,  etc.,  as  under  the  present 
scheme) ;  grants  for  the  development  of  agriculture,  industry  and  trade; 
and  straightforward  loans  at  economically  viable  interest  rates.  Second- 
ly funds  will  be  available  to  assist  local  price-regulation  schemes  aimed 
at  combatting  short-term  price  fluctuations.  Under  the  heading  of 
technical  assistance  the  programme  will  include  preparatory  work  for 
investment  schemes,  aid  with  operating  projects  already  fmanced,  and 
an  expanded  programme  of  educational  grants  and  training. 

On  the  institutional  side  there  is  hkely  to  be  a  ministerial  Council 
comprising  the  member  States  of  the  Community  and  all  the  associated 
States,  and  with  alternate  European  and  African  chair mansliip,  an 
administrative  body  in  which  the  African  countries  will  play  a  part,  and 
also  a  parHamentary  body  along  the  lines  of  the  Conference  held  in 
1961, 

It  is  of  course  not  possible  to  predict  how  far  British  membership  of 
the  Community,  and  the  consequent  association  of  Commonwealth 
countries  or  territories,  will  alter  the  shape  of  the  Association.  The 
British  delegation  to  the  Brussels  Conference  did  indicate  however  in 
April  1962  that  it  found  the  prospective  outlines  of  the  new  scheme 
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satisfactory  as  a  basis  for  offering  associate  status  to  the  Commonwealth 
countries  in  Africa  and  the  West  Indies. 

The  balance  between  trade  and  aid  in  the  new  Association  is  of 
course  important  for  the  Community's  relations  with  the  rest  of  the 
world:  the  United  States  and  the  Latin-American  countries  would 
prefer  to  see  all  preference  brought  to  an  end.  Here  we  again  run  into 
the  problem  of  future  world-wide  agreements.^ 

Pohtically,  the  value  of  the  Association  has  been  and  remains  hard  to 
evaluate,  and  its  future  development  is  even  harder  to  forecast.  In  so 
far  as  the  Common  Market  can  keep  free  of  the  stigma  of  'neo- 
colonialism' it  is  likely  to  retain  the  allegiance  of  the  Africans,  whose 
cultural  ties  are  chiefly  with  Europe.  The  double  link  between  the 
present  associated  States,  the  African  Commonwealth  countries  and  the 
enlarged  Community  could  be  a  valuable  factor  of  stabihty  in  the 
world:  but  it  is  too  early  to  see  how  far  the  common  Hnk  with  the 
Community,  the  basis  for  which  is  largely  economic,  can  counteract 
the  divergent  political  trends  in  Africa.^ 

THE  WILY   GREEKS  —  AND    OTHER    CANDIDATES 

No  picture  of  the  Common  Market  system  can  be  balanced  or  com- 
plete unless  it  gives  some  account  of  the  Communities'  relations  with 
non-member  countries.  We  have  seen  how  the  development  of  a 
common  commercial  policy  involves  deahng  as  a  unit  with  the  rest  of 
the  world;  and  in  Part  III  below  Michael  Shanks  will  be  deahng  at 
length  with  the  Community's  role  in  the  world.  There  are,  however, 
one  or  two  links  which  have  already  been  given  a  precise  form,  and 
other  cases  where  non-member  countries  are  seeking  to  establish  a 
specific  relationship  with  the  Community,  and  these  must  be  described 
briefly  here. 

Thus  Euratom  has  signed  Association  Agreements  with  the  United 
States,  Canada  and  Brazil  (as  well  as  with  the  U.K.)  and  is  negotiating 
another  with  the  Argentine.  ECSC,  besides  its  Association  with  Britain, 
has  agreements  with  Austria  and  Switzerland  covering  ECSC  goods  in 


^  See  Part  III,  Chapter  3,  below. 

^  Twelve  of  the  sixteen  associated  States  are  linked  in  a  Western  orientated 
Organisation  for  African  and  Malgasy  Economic  Co-operation  (OAMEC).  The 
four  others  are  Mali  and  Togo.which  are  planning  their  economic  development 
along  more  socialistic  lines,  with  a  policy  of  international  non-alignment; 
Somalia;  and  Congo-Leopoldville. 
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transit.  Since  the  Common  Market  was  set  up,  a  steadily  growing 
number  of  countries  have  estabhshed  direct  diplomatic  representation 
with  the  Communities  in  Brussels;  and  only  French  obstruction  has 
prevented  the  Community  from  having  its  own  diplomatic  represen- 
tatives in  London  and  Washington. 

The  creation  of  the  Common  Market,  and  the  setting  up  two  years 
later  of  the  European  Free  Trade  Association  left  a  small  number  of 
backward  Western  European  countries  isolated,  and  threatened  with 
exclusion  from  the  advantages  of  tariff  cuts  inside  the  two  industrial 
groups.  Greece  was  one  of  these  vmfortunates,  and  wasted  no  time  in 
applying  for  association  vidth  the  Common  Market  imder  the  terms  of 
Article  238.^  The  apphcation  was  received  in  June  1959  and  there 
followed  twenty-one  months  of  laborious  negotiations  between  the 
EEC  Commission,  acting  on  behalf  of  the  Six  under  a  mandate  from 
the  Council,  and  the  Greek  government.  The  Greeks  fully  lived  up.  to 
the  reputation  as  a  tough  and  wily  bargainer  which  the  individual 
Greek  enjoys  in  neighbouring  countries,  and  could  be  well  content 
with  the  terms  of  the  Association  Agreement  finally  signed.  It  is  to  lead 
in  the  end,  when  Greece  is  economically  prepared,  to  full  membership : 
for  the  moment  it  provides  for  a  customs  union — though  with  a 
number  of  important  exceptions  where  Greece  will  not  apply  the 
Common  Tariff  for  twenty  years.  Greece  is  guaranteed  markets  for  the 
tobacco  and  agricultural  products  which  are  the  mainstays  of  her  export 
economy,  and  the  Community  is  to  provide  her  with  $125  miUion  of 
financial  aid  over  five  years  through  the  European  Investment  Bank. 
Although  from  the  point  of  view  of  the  Six  the  determination  to  reach 
an  agreement,  despite  all  the  difficulties,  [was  first  and  foremost  a 
political  one,  dictated  by  a  desire  to  prove  the  open  character  of  the 
Community  and  a  rnore  general  feeling  that  to  link  Greece  to  them  was 
to  strengthen  the  West,  the  Common  Market  also  stands  to  benefit 
considerably  in  the  long  run.  For  one  thing  Greece  may  to  some  extent 
replace  Italy  as  a  source  of  migrant  labour  to  meet  the  Community's 
shortage.  More  important  in  the  end  will  be  the  additional  market  for 
Community  industries  as  the  Greek  economy  expands. 

The  Turkish  government,  which  made  a  similar  apphcation  for 
association  not  long  after  the  Greeks,  has  not  been  so  lucky.  The  Com- 
mission was  not  able  to  carry  on  two  sets  of  negotiations  at  once;  and 

^  Article  238  runs:  'Any  European  State  may  ask  to  become  a  member  of  the 
Community.  It  shall  address  its  application  to  the  Council  which  after  taking  the 
advice  of  the  Commission  decides  unanimously'. 
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it  was  firmly  laid  down  all  along  that  the  generous  terms  granted  to 
Greece  were  not  to  be  considered  a  precedent  for  future  negotiations. 
Negotiations  began  again  in  1962  but  it  looks  as  though  the  agreement 
with  Turkey  will  be  a  far  more  cautious  one,  with  the  possibiHty  of  a 
real  Association  including  a  customs  union  only  after  a  five-year  period 
in  which  a  vigorous  attempt  will  be  made  to  strengthen  the  Turkish 
economy. 

Although  there  have  been  no  more  formal  applications  for  associa- 
tion (other  than  those  of  the  three  EFTA  neutrals — Austria,  Sweden 
and  Switzerland^ — and  Portugal,  who  has  now  specified  that  it  is  associ- 
ation that  she  is  seeking,  and  Spain)  there  is  quite  a  queue  of  countries 
waiting  at  the  door  of  the  Community.  Israel  has  said  she  would  hke 
some  form  of  agreement  to  protect  her  trade  with  EEC  and  there  has 
been  some  talk  of  a  trade  agreement  with  Iran.  Under  the  terms  of  the 
Treaty  Morocco,  Tunisia  and  Libya  can  seek  special  arrangements  with 
EEC,  and  it  is  not  improbable  that  an  independent  Algeria  may  want 
to  do  the  same.^  Thus,  as  is  not  surprising,  many  of  the  countries 
around  the  Mediterranean  are  interested  in  estabhshing  special  relations 
with  their  big  new  Northern  neighbour. 

Clearly  these  and  any  other  apphcations  will  have  to  be  left  until  the 
Community  has  accomplished  the  difficult  task  of  absorbing  new 
members,  and  of  defining  its  relationship  with  the  European  industrial- 
ised countries  which  have  appHed  for  Association.  In  the  long  run, 
however,  the  attraction  of  the  Community  is  likely  to  be  such  that 
most  of  the  neighbouring  countries  find  it  useful  to  achieve  a  sound 
working  relationship  with  it.  It  could  become  the  centre  of  a  network 
of  agreements  of  various  kinds — though  not,  it  is  worth  underUning, 
preferential  trade  agreements. 

^  See  also  Part  III,  Chapters  2  and  3,  below. 

*  Under  the  Evian  agreement  an  independent  Algeria  N^nll  in  any  case  enjoy 
very  close  economic  links  with  France,  and  therefore  indirectly  with  the  EEC 
as  a  whole. 
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(i)  ...  The  Businessman 

The  PREVIOUS  chapters  may  have  served  to  give  an  idea  of  the  scope 
and  complexity  of  the  Common  Market  undertaking,  and  of  the  im- 
portance of  the  changes  it  is  meant  to  bring  about.  They  give  Uttle  or 
no  indication  of  what  it  has  meant  in  practical  terms,  or  what  it  is 
going  to  mean,  to  the  various  sectors  of  the  economy.  How  has  it 
affected  the  economies  of  the  member  States  and  the  scale  of  their 
trade?  What  has  it  meant  to  individual  firms  and  how  have  they 
reacted;  What  has  it  meant  for  the  workers,  and  how  far  have  its 
effects  been  felt  by  the  man  in  the  street,  either  as  consumer  or  as 
citizen?  To  these  questions  I  shall  try  to  reply. 

We  saw  that  in  the  coal  and  steel  sector  the  abolition  of  restriction 
led  to  increased  intra-Community  trade,  accompanied  (at  least  for  steel, 
which  faced  no  crisis)  by  rising  output  and  general  stabihty.  In  the 
Common  Market  the  same  thing  has  occurred,  although  clearly  the 
degree  to  which  the  rapid  and  favourable  expansion  of  the  economies 
of  the  Six  countries  can  be  attributed  to  the  creation  of  the  Common 
Market  is  impossible  to  ascertain.  It  must  be  recognised  that  the  mem- 
ber countries  were  amongst  those  with  the  highest  rates  of  expansion 
throughout  the  post-war  period:  they  had  lower  starting-levels  (as 
compared  for  instance  with  the  EFTA  coimtries)  and  benefited  to  a 
greater  extent  from  reconstruction.  Similarly,  the  expansion  of  the 
Community's  trade  has  to  be  seen  against  a  background  of  more 
rapidly  increasing  world  trade  between  industriahsed  countries  than 
with  commodity-producing  countries.^ 

Whatever  the  real  importance  of  these  provisos,  the  facts  about  the 
expansion  of  the  Common  Market's  trade  are  clear.  During  the  period 
1959-61  trade  between  the  member  countries  increased  more  rapidly 
and  more  steadily  than  their  trade  with  other  countries.  During  the 
first  two  years,  which  marked  a  period  of  expansion  for  world  trade  as 

^  Cf.  the  GATT  Annual  Reports  for  i960  and  1961. 
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a  whole,  the  difference  was  not  particularly  marked.  Thus  during  the 
first  six  months  of  1959,  immediately  following  the  first  10  per  cent 
tariff  cuts  (which  were  in  any  case  extended  to  third  countries  and 
therefore  created  no  Community  preferences)  intra-Community  trade 
was  14  per  cent  higher  than  in  the  same  six  months  of  1958,  and  Com- 
munity imports  11  per  cent  higher.  The  following  year  the  gap 
widened:  for  the  period  January-June  i960  intra-Community  trade  rose 
by  34  per  cent  compared  with  the  first  half  of  1959  (with  even  higher 
figures  in  some  countries :  56  per  cent  for  imports  and  59  per  cent  for 
exports  in  the  case  of  Italy,  49  per  cent  and  45  per  cent  respectively  for 
France)  whereas  Community  exports  rose  by  23  per  cent  and  imports 
by  2i'7  per  cent.  Overall  figures  can  be  misleading,  however:  intra- 
trade  in  foodstuffs  had  risen  by  33  per  cent  as  against  a  stand-still  for 
imports  from  EFTA  and  only  a  9  per  cent  rise  for  imports  from  other 
non-member  countries;  intra-trade  in  raw  materials  rose  by  42  per 
cent  as  against  19  per  cent  for  imports;  and  for  manufactures  the  figures 
were  36  per  cent  and  35  per  cent  respectively. 

It  was  in  1 96 1,  when  activity  in  world  trade  slackened,  that  the  effects 
of  the  Common  Market  could  be  unmistakably  distinguished.  For  the 
first  six  months  intra-Community  trade  rose  by  17  per  cent  compared 
with  the  i960  figures,  whereas  imports  rose  only  6  per  cent  and  exports 
only  3  per  cent.  It  was  clear  that  the  tariff  cuts,  which  reached  30  per 
cent  on  January  ist,  1961,  were  beginning  to  take  effect,  particularly  as 
what  little  increase  there  was  in  imports  was  attributable  mainly  to 
investment  goods  or  manufactures  for  which  demand  inside  the  Com- 
munity exceeded  supply. 

With  the  further  10  per  cent  tariff  cut  on  January  ist,  1962,  under  the 
terms  of  the  Treaty,  and  the  'accelerated'  cut  on  July  ist,  bringing  tarifl 
protection  down  to  exactly  half  the  level  it  was  when  the  Common 
Market  started,  there  can  be  no  doubt  that  the  increase  in  trade  within 
the  Community  will  continue  to  outpace  the  growth  of  trade  with  the 
rest  of  the  world.  There  has  been  much  discussion  about  what  is  the 
'crucial'  level  of  cuts  (after  which  the  duty  still  apphed  is  not  big  enough 
to  have  any  significance  for  trade  because  traders  start  basing  their 
calculations  on  the  final  duty-free  price):  it  may  well  He  around  or 
somewhat  above  50  per  cent  for  most  goods. ^  In  this  case  the  coming 

^  It  clearly  varies  however  from  product  to  product:  in  May  1962  the  Federal 
German  government  v^^as  still  able  to  use  a  major  cut  in  import  duties  on  cars  as 
an  instrument  of  economic  policy — thus  indicating  that  the  remaining  protection 
was  still  considered  important. 
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years  will  see  the  freeing  of  trade  in  goods  having  its  maximum  effect. 
(From  another  point  of  view  tliis  level  also  marks  the  time  when  the 
tariff  cuts  start  really  hurting  at  sensitive  spots  in  the  economy;  more- 
over, the  rapidity  of  the  recent  succession  of  tariff  reductions  may  have 
taken  firms  by  surprise  before  they  have  time  to  adapt  to  the  increase 
in  competition.) 

The  striking  maintenance  of  the  growth  in  intra-Community  trade 
whilst  world  trade  practically  stagnated  reflects  another  factor  which 
can  certainly  be  attributed  in  part  to  the  Common  Market,  namely 
lessened  vulnerability  to  cyclical  fluctuations  in  the  level  of  activity,  to 
the  ups-and-downs  of  expansion  and  recession,  boom  and  slump. 
Genuine  co-ordination  of  national  business  cycle  and  budgetary  policies 
remains  something  for  the  future,  but  the  indirect  stabilising  effects  of 
the  lowering  of  barriers  are  not  to  be  under-estimated.  Similarly  the 
fixed  investments  made  at  an  increasing  rate  by  Common  Market  firms 
during  the  early  years  in  an  attempt  to  prepare  for  both  a  wider  market 
and  keener  competition  themselves  contributed  to  expansion.  All  these 
and  other  factors  too — such  as  the  freer  movement  of  capital — will  be 
bound  to  gain  in  impetus  as  they  are  taken  further  under  the  Common 
Market  time-table:  and  in  addition  there  seems  a  likelihood  of  first 
steps  towards  co-ordinating  national  policies  (at  least  as  far  as  pre- 
paredness to  deal  with  the  beginnings  of  a  recession  is  concerned). 

NO   TIME   FOR   SPILT  MILK 

These  indisputable  though  unmeasurable  good  effects  on  the  general 
economic  situation  provide  the  background  against  which  to  look  at 
what  the  Common  Market  has  meant  to  individual  firms  and  how  they 
have  reacted.  One  point  seems  to  me  to  be  fundamental:  whatever 
their  original  attitudes  may  have  been  to  the  idea  of  a  Common 
Market — and  many  w^ere  fearful,  still  more  doubtful — from  the  mo- 
ment the  Treaty  of  Rome  was  signed  and  ratified,  the  businessmen  of 
the  Six  countries  wasted  no  time  in  recriminations.  They  were  faced 
with  a  near-automatic,  irreversible  process,  leading  in  twelve  years  (or 
fifteen  at  the  most  .  .  .  and  perhaps,  they  soon  found,  even  less  than 
twelve)  to  a  single  market  of  i6o  million  consumers  within  which  all 
protection  would  have  disappeared.  In  every  possible  way  they  set  out 
to  adapt  themselves — some  to  make  the  best  of  a  bad  job,  others  to 
exploit  to  the  utmost  the  new  possibilities  now  open  to  them.  It  was 
typical  of  this  state  of  mind  that  in  the  second  half  of  1959  industrial 
and  trade  circles  in  the  Six  countries  came  out  overwhelmingly  in 
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favour  of  the  EEC  Commission's  proposals  for  speeding  up  the  time- 
table for  tariff  cuts  and  for  the  Common  Market  in  general.  Having 
found  that  tariff  cuts  in  an  expanding  economy  were  not  to  be  feared, 
they  preferred  to  obtain  the  advantages  of  the  common  market  as 
rapidly  as  possible  and  to  face  the  necessary  adaptation  whilst  the  boom 
conditions,  which  made  it  far  easier,  still  persisted. 

What  in  fact  were  these  advantages,  what  was  this  adaptation,  and 
how  have  they  set  about  it;  The  notion  of  a  market  of  i6o  milhon 
consumers  belongs  to  the  realm  of  economic  theory :  to  the  business- 
man, the  removal  of  trade  barriers  has  two  foreseeable  effects.  First, 
that  markets  previously  closed  to  him,  either  by  quota  restrictions  or 
by  protective  customs  duties  rendering  his  products  uncompetitive,  are 
now  progressively  opened  to  him.  Clearly  the  lower  his  production 
costs  in  relation  to  his  competitors,  the  sooner  the  tariff  reductions  will 
have  reached  a  stage  where  it  becomes  possible  for  him  to  sell  on  the 
market  in  question.  The  reverse  of  the  coin,  however,  hes  in  his  being 
gradually  subjected  to  keener  competition  as  the  barriers  behind  which 
he  has  sheltered  are  removed. 

Firms  in  the  Common  Market  reacted  in  several  ways.  The  first  and 
most  obvious  step,  taken  by  a  large  number  of  firms,  was  to  engage  in 
investment  programmes  intended  to  improve  their  ability  to  compete, 
either  by  modernisation  of  equipment  or  by  the  extension  of  produc- 
tion capacity,  or  both.  Again  it  is  impossible  to  estimate  at  all  accurately 
to  what  extent  the  wave  of  private  investment  which  has  been  the 
principal  driving  force  behind  the  boom  in  the  Common  Market 
countries  in  recent  years  has  been  prompted  by  such  motives ;  but  it  is 
significant  that  it  occurred  not  only  in  Germany  and  Holland,  where  a 
labour  shortage  drove  firms  to  modernise  or  to  invest  in  labour-saving 
machinery  in  an  attempt  to  raise  their  productivity,  but  also  in  France 
and  Italy,  the  two  high-tariff  countries  where  the  firms  could  expect 
the  biggest  increase  in  foreign  competition  as  a  result  of  the  common 
market. 

GETTING   TOGETHER 

A  second  reaction  to  the  common  market  was  to  seek  to  achieve,  by 
mergers  or  other  forms  of  concentration,  a  scale  of  activit)'^  better 
adapted  to  the  bigger  market.  Not  surprisingly  it  is  in  France,  where 
industry  had  been  most  vociferous  in  its  fears  and  protestations  about 
the  Common  Market  that  one  of  the  most  striking  waves  of  concen- 
trations has  occurred:  having  most  to  fear  they  have  reacted  the  most 
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vigorously.  Amongst  the  smaller  firms,  which  are  extremely  numerous 
in  France,  the  most  popular  form  of  action  has  been  the  straightforward 
merger,  either  between  two  smaller  firms  in  the  same  area,  or  between 
two  firms  specialising  in  the  same  sector  and  no  longer  able  to  afford 
the  luxury  of  competing,  or  again  with  a  larger  firm  taking  over,  by 
mutual  agreement,  one  or  more  smaller  ones  to  achieve  a  more 
rational  organisation  of  output.  Whilst  smaller  firms  may  be  animated 
by  a  general  realisation  of  the  need  to  achieve  a  more  rational  and 
efficient  scale  of  production,  in  order  to  be  sure  of  being  competitive, 
the  big  firms,  which  are  already  efficient,  often  have  a  shghtly  different 
kind  of  incentive  to  get  things  ship-shape.  The  removal  of  trade 
barriers  brings  them  up  against  specific  competitors,  whose  size,  scale 
of  activity  and  level  of  efficiency  they  know:  to  take  an  example,  it  is 
clearly  the  prospect  of  competition  with  other  similar  giants  which  has 
prompted  the  link-up  of  Pechiney  and  Ugine  in  France  and  the  crea- 
tion of  the  vast  new  group  Union  Chimique  Beige  in  Belgium,  for  the 
standard  size  for  heavy-weights  in  the  chemicals  sector  is  set  by  Bayer 
in  Germany. 

There  have  been  interesting  cases,  again  mainly  in  France,  of  a  large 
number  of  firms  in  a  given  sector  grouping  together  for  mutual  aid. 
Thus  in  i960  the  French  metallurgical,  mechanical  engineering  and 
electrical  engineering  industries  set  up  two  joint  undertakings:  one  was 
to  provide  advice  to  firms  in  the  sectors  concerned  on  adaptation  to 
new  conditions  (mergers,  modernisation,  speciahsation  agreements); 
and  the  other,  with  the  backing  of  several  large  French  banks,  was  to 
provide  the  funds  needed  for  the  operations  decided  on.  The  scheme 
was  highly  successful  and  by  the  end  of  196 1  had  given  advice  to  over 
30  firms  and  provided  funds  on  a  large  scale.  Similar  groups  have  been 
created  by  forty  textile  firms  in  N.E.  France  and  by  a  dozen  or  more  of 
the  major  firms  engaged  in  the  manufacture  and  distribution  of  various 
kinds  of  processed  foodstuffs. 

Even  more  striking  than  the  efforts  of  firms  to  adapt  themselves 
within  their  home  market  has  been  their  readiness  to  extend  their 
activities  to  other  member  countries  and  to  link  up  across  the  frontiers 
which  are  due  to  disappear.  They  have  been  doing  this  on  a  steadily 
increasing  scale  and  in  several  ways.  Perhaps  the  most  significant  is  the 
speciahsation  agreement,  which  has  seemed  to  many  firms  the  most 
rational  way  to  lessen  the  threat  of  foreign  competition :  it  is  seldom 
enough  that  the  range  of  production  of  the  bigger  firms  corresponds 
very  closely,  and  there  is  therefore  scope  for  co-ordination  of  produc- 
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tion  programmes,  with  each  partner  speciahsing  in  its  major  branches. 
The  two  together  can  then  offer  a  more  complete  total  range  than 
either  could  alone,  and  each  sells  the  full  range  on  its  home  market, 
thus  increasing  its  own  sales  and  neutralising  a  possible  source  of  dan- 
gerous competition.  The  EEC  Commission,  commenting  on  the  wave 
of  mergers  in  its  i960  Annual  Report,  noted  this  trend  and  suggested 
that  the  tendency  for  producers  to  make  the  most  of  their  natural 
advantages  would  result  in  structural  changes  'not  at  the  level  of 
whole  branches  of  industry,  but  at  the  level  of  products,  with  each 
country  coming  to  concentrate  on  certain  speciahties  and  abandon 
others'. 

Another  similar  kind  of  agreement  between  firms  in  different  mem- 
ber countries  covers  technical  co-operation  and  the  pooling  of  research 
(one  example  is  an  agreement  between  Mercedes  and  Citroen).  It  may 
be  accompanied  by  reciprocal  use  of  distribution  networks  .(as  in  the 
case  of  Renault  and  Alfa  Romeo,  whose  ranges  of  cars  are  complemen- 
tary rather  than  competing:  they  went  on  from  a  reciprocal 
selling  agreement  in  i960  to  the  creation  in  1961  of  two  joint 
subsidiaries  in  Southern  Italy,  one  to  build  Renault  tractors  and  the 
other  cars). 

Creation  of  joint  subsidiaries  is  another  course  open:  in  some  cases 
it  has  been  a  way  of  combining  the  know-how  of  one  firm  with  the 
sales  experience  and  production  capacity  of  the  other;  alternatively,  the 
two  may  link  up  to  exploit  a  new  and  expanding  sector.  The  removal 
of  customs  duties  of  course  lessens  the  incentive  to  manufacture  abroad, 
except  in  order  to  cater  for  a  local  market,  and  a  large  proportion  of  the 
fully-owned  subsidiaries  which  have  been  set  up  in  other  member 
countries  are  intended  to  run  sales  and  servicing  networks. 

The  movement  of  economic  inter-penetration  between  the  member 
countries  shows  no  signs  of  abating :  it  may  indeed  be  reasonably  ex- 
pected to  increase,  aided  by  free  movement  of  capital  and  the  gradual 
freeing  of  the  right  of  establishment,  and  stimulated  by  increasing 
competition  and  rising  living  standards.  Already  in  these  first  few 
years  it  has  assumed  remarkable  proportions.  A  study  published  in 
October  1961^  recorded,  in  the  period  up  to  September  ist,  1961,  the 
setting  up  of  880  subsidiaries  in  other  member  countries  (105  of  them 
by  German  firms),  the  conclusion  of  610  agreements  on  technical 
co-operation  across  frontiers,  and  480  cases  where  EEC  firms  had  taken 
shares  in  businesses  in  other  member  countries. 

>  By  the  Deutsches  Industrie-  und  Handehtag. 
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The  threat  of  keener  competition  naturally  brings  with  it  the  temp- 
tation to  protect  existing  markets  or  to  fmd  some  way  of  agreeing  to 
limit  competition.  The  EEC  Commission  said  in  its  1961  report  that 
whilst  in  general  most  of  the  agreements  being  concluded  seemed  to 
fit  in  with  the  objectives  of  the  Treaty  some  of  them  might  call  for 
investigation  in  connection  with  the  rules  of  competition.  The  essential 
aim  of  the  Regulations  which  came  into  effect  in  February  1962  is 
precisely  to  give  the  Commission  an  instrument  for  ensuring  that  ad- 
vantages resulting  from  the  movement  of  inter-penetration  are  also 
advantages  for  the  consumer. 

CASHING   IN   ON   THE   COMMON   MARKET 

One  of  the  most  attractive  possibilities  open  to  firms  out  to  strengthen 
their  competitive  position  is  that  of  agreements  on  technical  co-opera- 
tion, use  of  patents,  or  manufacture  under  licence  for  efficient  and 
advanced  firms  outside  the  Community,  and  particularly  in  America. 
More  important  still,  very  large  numbers  of  American,  Canadian  and 
British  firms  have  sought  to  get  a  foot-hold  in  one  way  or  another  in 
the  Common  Market  area.  The  desire  to  cash  in  on  a  rapidly  expanding 
market,  which  offers  seemingly  endless  scope  both  for  developing  new 
sectors  of  production  and  for  starting  output  in  new  sectors,  has  pro- 
voked an  unprecedented  flow  of  American  capital  into  the  Com- 
munity. In  1958-60  608  American  firms  set  up  new  subsidiaries  in  EEC 
(either  independently  or  in  collaboration  with  European  firms)  or  else 
bought  out  existing  European  firms  in  the  Six  countries.  Many  more 
took  important  minority  holdings  in  European  firms,  and  others  again 
established  themselves  in  Switzerland.  The  flow  of  U.S  investment 
increased  still  further  in  1961  and  has  shown  no  signs  of  abating  in 
1962. 

Inside  Europe  again,  the  movement  of  inter-penetration  has  not  failed 
to  evoke  a  response  from  banking  and  financial  circles.  A  wide  range  of 
investment  trusts  have  been  created ;  in  a  number  of  cases  the  fund  has 
been  formed  by  one  bank  from  each  member  country,  and  holds 
securities  of  leading  firms  throughout  the  Community. 

It  may  be  objected  that  this  is  too  happy  a  picture  of  rapid  and 
successful  adaptation  to  be  true.  The  Common  Market  is  bound  to 
claim  its  victims  amongst  the  inefficient  firms  which  only  protection 
enabled  to  survive,  but  so  far  they  have  been  rare.  Undoubtedly  this  is 
due  to  a  large  extent  to  the  steady  expansion  of  the  economy,  which  has 
left  scope  for  adaptation;  again,  it  might  conceivably  be  that  the  real 
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havoc  will  be  wrought  only  by  future  tariff  cuts,  when  the  level  of 
protection  is  cut  by  more  than  50  per  cent.^  Certainly,  any  kind  of 
economic  recession  would  make  marginal  or  near-marginal  firms  more 
vulnerable.  In  fact,  the  process  of  structural  change  has  indeed  begun 
— as  is  shown  by  the  rising  scale  of  apphcations  for  aid  firom  the  Social 
Fund  to  help  finance  the  re-settlement  or  re-training  of  workers  under 
reconversion  schemes.  If  difficulties  on  an  important  scale  were  to  be 
experienced  by  particular  sectors  or  areas,  the  Fund  and  the  Investment 
Bank  between  them  should  provide  a  guarantee  that  the  situation  will 
be  kept  imder  control. 

THE   BUTCHERS,    THE  BAKERS     .     .     . 

If  individual  firms  in  the  Common  Market  have  not  been  behind-hand 
in  their  reactions,  nor  have  the  various  industries  as  such.  I  have 
described  how  the  Commission  when  working  out  its  various  proposals 
for  the  implementation  of  the  Common  Market  takes  care  to  obtain 
the  views  of  industry.  In  general,  however,  industry  has  not  waited  to 
be  consulted.  During  1958  and  1959  especially,  the  national  federations 
or  employers'  organisations  of  every  conceivable  branch  of  trade  and 
industry  got  in  touch  with  their  opposite  numbers  in  the  other  member 
countries.  As  a  result,  the  Butchers,  the  Bakers,  and  in  all  probability 
the  Candlestick  Makers,  have  their  Common  Market  organisation.  Up 
to  March  1961  140  such  bodies  had  been  set  up,  89  of  them  in  the 
industrial  sector,  42  between  traders'  organisations.  Some  are  speciaHsed 
committees  within  already  existing  organisations  covering  a  wider 
area;  others,  though  occasioned  by  the  creation  of  the  Common 
Market,  are  not  hmited  to  the  Six  countries.  Thus  the  Manufacturers  of 
Farm  Machinery  have  a  body  taking  in  Austria,  Switzerland  and  the 
U.K.,  as  well  as  the  Six,  and  the  Toy  Manufacturers  of  the  Six  have  the 
U.K.  industry  in  their  organisation. 

The  scope  and  influence  of  these  Community- wide  groupings  varies 
enormously.  At  one  end  of  the  scale  are  organisations  hke  the  Banking 
Federation  of  the  Six  countries,  or  COLIME,  itself  an  EEC  sub-section 
inside  ORGALIME,  which  groups  the  national  federations  of  metallur- 
gical and  mechanical  and  electrical  engineering  industries  of  Western 
Europe — a  sector  of  industry  which  by  January  1959  already  coimted 

^  It  is  worth  recalling  that  in  a  number  of  cases  member  States  have  been 
allowed  to  apply  temporary  escape  clauses  to  enable  firms  or  sectors  of  industry 
(such  as  the  SiciUan  sulphur  industry)  to  adapt  themselves  to  meet  the  shock  of 
tariff  cuts. 
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eighteen  more  specialised  Common  Market  groups  for  its  various 
branches.  At  the  other  are  such  worthy  bodies  as  the  International 
Union  of  Makers  of  Sanitary  Apphances  and  Hydrauhc  Apparatus  in 
General,  or  the  European  Raw  Hides  Council.  Yet  all  have  similar  aims 
and  operate  in  similar  ways:  they  study  jointly  the  repercussions  of  the 
Common  Market  on  their  particular  sector — both  its  effects  on  internal 
structure  and  conditions  of  competition,  and  its  implications  for  trade 
with  the  rest  of  the  world — and  follow  closely  the  activities  of  the 
institutions,  making  their  interest,  and  their  views  on  matters  which 
concern  them,  known  to  the  EEC  Commission.  They  tend  to  hold 
general  assemblies  once  a  year,  may  have  standing  committees  or 
speciahsed  study  groups,  and  in  very  many  cases  have  a  Secretariat 
established  in  Brussels. 

When  the  EEC  Commission  wants  to  ascertain  the  views  of  Com- 
mon Market  industry  on  its  various  proposals,  however,  it  turns  not  to 
these  organisations — which  are  basically  pressure  groups  defending 
their  own  special  interests  just  as  they  do  at  the  national  level — but  to 
two  bodies  whose  names  have  become  familiar  to  those  who  have 
followed  the  first  four  years  of  the  Common  Market:  Unice,  and 
Copa.  UNICE  is  the  Union  of  the  Industrial  Federations  of  the  Euro- 
pean Community  (the  bodies  which  correspond  to  the  Federation  of 
British  Industries  in  the  U.K.).  From  the  first  it  has  studied  and  debated 
the  whole  range  of  problems  and  opportunities  of  the  Common  Market 
from  the  point  of  view  of  industry,  working  out  detailed  policy  state- 
ments on  everything  from  aid  to  under-developed  countries  to  the 
harmonisation  of  the  tax  on  business  turnover  or  the  need  for  a  con- 
certed anti-dumping  policy:  in  196 1  it  sought  to  be  as  closely  associated 
as  possible  with  the  work  of  the  Business  Cycle  Policy  Committee,  and 
it  has  carried  out  its  own  analysis,  to  take  one  instance,  of  the  trend 
towards  concentration  in  industry.  Its  influence  in  the  Common  Mar- 
ket, like  that  of  any  sectional  interest,  is  balanced  against  that  of  other 
sectors  by  the  play  of  the  Community  machinery:  but  it  is  an  effective 
spokesman  for  the  views  of  industry,  outside  the  limited  consultative 
bodies  of  the  Communities.  COPA  [Comite  des  Organisations  profes- 
sionnelles  agricoles)  is  the  equivalent  to  UNICE  in  the  agricultural  sector, 
and  channels  the  views  of  farmers'  organisations  in  the  member 
countries.  It  played  an  important  and  constructive  part  in  the  elabora- 
tion of  the  common  agricultural  poUcy,  being  consulted  at  every  turn 
of  the  complex  process — although  its  views  were  often  so  httle  in 
accordance  with  those  of  the  Commission  that  it  was  wryly  remarked 
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that  Dr.  Maiisholt  consulted  it  only  in  order  to  do  the  opposite  of  what 
was  suggested. 

A  third  overall  body,  less  influential  than  the  others,  is  the  Permanent 
Conference  of  the  Chambers  of  Commerce  of  the  European  Com- 
munity, which  has  also  made  detailed  studies  of  all  aspects  of  the  Com- 
munity's emergent  commercial  policy  and  has  made  known  to  the 
Commission  the  views  of  the  trading  world  about  them. 


(ii)  .  .  .  The  Workers 

What  have  the  first  four  years  of  the  Common  Market  meant  to  the 
workers;  How  have  their  interests  been  furthered,  and  how  will  they 
be  furthered  and  defended  in  the  future  ? 

First  and  foremost,  it  must  be  recognised  that  the  economic  expan- 
sion of  the  Community  economy — for  which  the  Common  Market  is 
partly,  though  not  of  course  wholly,  responsible — has  benefited  the 
workers  in  terms  of  rising  wages  and  increased  living  standards.  In 
countries  where  demand  has  outstripped  the  increase  in  production 
capacities  (the  Netherlands  and  Germany  especially)  unemployment 
has  virtually  disappeared,  and  throughout  1961  and  the  early  part  of 
1962  offers  of  employment  have  remained  three  or  four  or  even  more 
times  as  numerous  as  the  numbers  seeking  jobs:  the  strength  of  the 
workers'  position  has  been  reflected  in  both  countries  in  a  marked 
reduction  in  working  hours.  By  contributing  to  cyclical  stabihty,  and 
maintaining  a  high  level  of  activity,  the  Common  Market  has  effect- 
ively ensured  workers  against  the  threat  of  unemployment.  Most 
striking  of  all  of  course  is  the  case  of  Italy,  where  the  steady  expansion 
has  meant  a  change  from  unending  and  hopeless  under-employment 
for  over  a  million  workers  who  have  been  absorbed  into  the  Itahan 
industrial  economy  or  have  found  work  in  other  member  countries. 

In  this  connection  the  plans  now  afoot  for  co-ordinating  the  eco- 
nomic pohcy  measures  of  the  member  States  in  the  event  of  a  threat  of 
recession  are  of  immediate  significance  for  the  workers. 

Such  indirect  but  none  the  less  important  effects  apart,  the  Common 
Market  can  directly  affect  working  conditions,  or  open  up  new  oppor- 
tunities for  the  workers,  in  a  number  of  ways,  and  seems  hkely  to  do  so 
to  a  growing  extent.  There  is  no  need  to  do  more  than  recall  the  steps 
being  taken  to  ensure  equal  pay  for  men  and  women  in  the  five  mcm- 
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bcr  countries  where  the  principle  was  not  fully  accepted.  The  apphca- 
tion  of  the  principle  is  not  going  through  without  some  difficulty — 
there  being  a  certain  unwillingness  to  admit  that  it  should  be  interpreted 
in  a  broad  sense,  and  not  as  applying  solely  to  men  and  women  doing 
specifically  the  same  job  (some  employers  have  sought  to  get  around 
the  problem  by  simply  creating  new  job  classifications  reserved  for 
men  or  for  women  only) — yet  its  acceptance  is  a  major  step.  Again, 
the  whole  system  of  free  movement  of  labour  represents  a  practical 
gain :  and  for  the  many  workers  who  in  any  case  would  have  gone  to 
jobs  in  other  member  countries  (and  also  for  seasonal  and  frontier 
workers)  the  guarantees  of  continuity  in  social  service  provisions  and 
the  right  to  settle  with  their  families  are  valuable  measures. 

Workers  in  the  sectors  covered  by  the  Rome  Treaties  have  yet  to 
benefit  from  any  such  direct  aid  as  is  represented  by  the  High  Authori- 
ty's workers'  housing  schemes — and  the  Social  Affairs  Committee  of 
the  European  Parliament,  which  in  February  1962  went  to  look  for 
itself  at  the  living  conditions  of  migrant  Italian  workers  in  Holland  and 
Germany,  suggested  that  a  similar  programme  under  EEC  was  urgently 
needed.  Workers  in  the  Coal  and  Steel  Community  have  also  benefited 
more  so  far  than  those  in  other  sectors  as  regards  research  on  safer  and 
healthier  working  conditions,  and  industrial  medicine.  As  we  saw 
above  the  activity  of  the  Commission  in  these  and  other  fields  has 
hardly  begun;  and  it  has  done  little  to  promote  harmonisation  of  labour 
legislation  in  general  or  conditions  for  collective  bargaining  in  the 
member  countries. 

A  major  field  in  which  the  workers  undoubtedly  have  good  reason 
to  be  grateful  for  the  creation  of  the  Communities  is  that  of  re-training 
and  re-settlement.  In  the  coal  industry  above  all  the  structural  crisis 
would  have  meant  the  closing  down  of  mines  in  any  case,  common 
market  or  no,  and  the  High  Authority  has  provided  millions  of  dollars 
in  direct  aid  and  towards  protecting  the  miners  from  the  effects  of  this 
major  economic  upheaval.  In  the  general  Common  Market  the  Social 
Fund — whatever  criticisms  may  be  levied,  with  reason,  against  its 
method  of  operating — ^is  a  practical  safeguard  for  the  workers  against 
suffering  ill-effects  from  the  creation  of  the  Common  Market,  and  the 
Commission's  proposals  for  a  common  vocational  training  poHcy 
complement  its  work. 

THE  T.U.S 

Such  have  been  the  effects  of  integration  on  individual  workers  in  the 
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early  years  of  the  Common  Market.  Meanwhile,  organised  labour  has 
not  been  slow  in  establishing  fruitful  co-operation  in  order  to  advance 
the  claims  and  defend  the  rights  of  the  workers  at  the  Common 
Market  level. 

It  is  worth  noting  here  certain  important  ways  in  which  the  trade 
union  structure  in  the  Six  countries  differs  from  that  in  Britain.  In  all  the 
member  countries  there  is  both  a  Catholic-orientated  'Christian'  trade 
union  organisation  and  a  'free'  or  lay  organisation  (though  in  Germany 
the  'free'  trade  unions  are  in  the  overwhelming  majority  and  it  was 
not  until  1955  that  a  Catholic  splinter  group  broke  away).  In  addition 
there  are  Communist  trade  unions,  which  are  very  powerful  in  both 
France  and  Italy ;  and  in  Holland  there  are  also  Protestant  unions.  From  the 
point  of  view  of  European  integration,  however,  these  differences  have 
not  been  important,  and  save  in  the  case  of  the  Communists,  who  have 
been  determinedly  anti-European,  the  common  tradition,  derived  from 
the  Internationals,  of  thinking  in  terms  of  workers'  unity  across  national 
frontiers  has  led  them  to  make  common  cause  on  the  side  of  progress 
towards  unification. 

Apart  from  the  Communist  organisation,  there  are  two  major  inter- 
national trade  union  movements.  One  is  the  ICFTU  (International 
Confederation  of  Free  Trade  Unions),  which  when  ECSC  was  set  up 
already  had  a  European  Regional  Organisation :  the  Common  Market 
Committee  which  ICFTU  set  up  (it  is  known  by  its  French  initials  as 
CISL)  has  become  as  we  shall  see  the  co-ordinating  body  for  all  the  free 
trade  unions  in  the  Six  countries  and  their  mouth-piece  on  European 
affairs.  The  other  world-wide  movement,  the  International  Federation 
of  Christian  Trade  Unions  (IFCTU)  set  up  in  1955  a  Federation  of 
Christian  TUs  for  ECSC,  and  this  was  later  transformed  to  deal  with 
Common  Market  affairs. 

During  the  years  before  1958  it  was  chiefly  the  central  national  trade 
union  organisations,  and  to  a  growing  extent  the  haison  bodies  which 
they  had  created  at  the  level  of  the  Six,  which  defended  the  workers' 
interests  in  matters  of  integration.  It  is  interesting  to  see  how  their 
attitudes  evolved,  for  those  years  were  in  the  nature  of  a  dress  rehearsal 
for  the  Common  Market.  On  many  questions  the  national  trade  union 
organisations  tended  at  first  to  take  the  same  line  as  the  employers' 
federations  in  their  particular  industries,  on  the  grounds  that  their  own 
interests  were  best  defended  by  protecting  the  interests  of  the  industry 
where  the  workers  were  employed:  thus  the  German  miners'  unions 
opposed  the  break-up  of  the  joint  coal-seUing  cartels,  and  the  French 
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miners  were  worried  principally  about  the  fate  of  their  national 
mines. 

On  other  points,  however,  such  as  working  conditions  or  social 
security  benefits,  it  was  not  long  before  the  unions  reahsed  that  their 
interest  lay  in  helping  the  High  Authority  to  bring  about  harmonisa- 
tion — which  would  always  mean  ahgnment  on  the  best  prevaihng 
conditions.  Tliis  desire  for  harmonisation  was  particularly  marked  on 
the  part  of  the  Belgian  unions,  though  for  a  shghtly  different  reason: 
having  already  obtained  about  the  best  conditions  in  the  Community, 
they  saw  that  they  could  not  now  persuade  their  employers  to  agree 
to  further  improvements  imless  there  were  to  be  a  levelling-up  of 
conditions  throughout  the  Community,  so  that  they  were  not  plac- 
ing themselves  at  a  disadvantage  in  relation  to  their  competitors. 

They  soon  managed  to  convince  the  other  unions  of  the  need  for 
uniform  conditions  throughout  the  Commimity  as  an  argument  in 
bargaining. 

hi  general,  there  was  agreement  on  working  through  the  two 
regional  organisations,  which  themselves  co-operated  closely,  in  all 
dealings  with  the  Community  institutions  (including  for  instance  the 
nomination  of  workers'  representatives  for  the  Consultative  Com- 
mittee). Gradually  a  joint  approach  on  many  problems  was  evolved, 
and  the  general  principle  of  ahgnment  on  the  best  prevaihng  conditions 
was  apphed  at  every  turn,  with  the  High  Authority's  detailed  statistics 
on  real  wages,  purchasing  power,  social  security  schemes,  and  so  on, 
providing  useful  ammunition.  The  chmax  to  this  movement  came  in 
1954  with  the  agreement  to  press  at  the  supranational  level  as  well  as 
on  the  home  front  for  the  adoption  of  a  45-hour  week  in  all  ECSC 
industries. 


THE  UNABASHED   PRESSURE   GROUPS 

By  the  time  the  Rome  Treaties  were  signed — the  unions  having  been 
fully  consulted  during  the  process  of  drafting — the  two  central  trade 
union  bodies  had  estabhshed  a  tradition  of  joint  action  to  which  the 
national  movements  gave  their  full  backing. 

Given  the  general  poHtical  circumstances  in  the  member  countries 
during  the  early  years  of  the  Common  Market,  with  conservative- 
minded  governments  generally  in  power,  it  is  not  surprising  that  the 
action  of  the  trade  unions  in  the  Communities  has  taken  very  much  the 
form  of  'pressure  group'  activities — a  description  which  the  ICFTU 
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Common  Market  Committee  (or  at  least  its  Secretary-General)  en- 
tirely agrees  with. 

These  activities  all  centre  around  the  two  small  Secretariats  in 
Brussels,  which  serve  the  Executive  Committees  of  leaders  from  the 
union  organisations  in  the  member  States ;  there  are  also  fuU-scale 
annual  Assembhes  which  debate  the  development  of  the  Common 
Market  and  the  workers'  position  in  it.  These  Secretariats — which  also 
work  in  liaison  with  each  other — co-ordinate  activities  at  the  national 
and  the  Community  level.  The  trade  unions  are  represented  on  most — 
though  not  all — of  the  advisory  or  consultative  bodies  in  the  Com- 
munities: the  Consultative  Committee  of  ECSC,  the  Economic  and 
Social  Committee,  the  Consultative  Committee  on  the  free  movement 
of  workers,  the  Consultative  Committee  for  Transport  Questions,  and 
the  Committee  for  the  Social  Fund.  It  was  reahsed  at  an  early  stage 
that  the  mere  presence  of  individual  trade  unionists  was  not  enough  to 
ensure  the  furthering  of  the  interests  of  labour,  and  it  was  the  Secre- 
tariats which  undertook  to  ensure  the  necessary  collaboration.  In  this 
the  unions  contributed  to  the  effectiveness  of  the  Economic  and  Social 
Committee  which,  being  already  unwieldy,  could  hardly  work 
usefully  at  all  unless  the  groups  were  to  co-ordinate  their  activity  in 
advance. 

Representation  on  the  official  consultative  organs,  although  useful, 
was  considered  by  the  unions  to  be  inadequate  as  a  means  of  making 
their  presence  felt.  A  second,  more  important  form  of  action  has 
developed :  the  tradition  of  consultation  of  the  trade  unions  by  the 
Executives  at  the  various  stages  of  work  on  drawing  up  Common 
Market  legislation.  As  far  as  the  limited  resources  of  their  present 
Secretariats  allow^  the  unions  use  the  classical  pressure  group  tactic  of 
being  fully  informed  and  ready  to  make  constructive  proposals  on 
matters  which  concern  them.  Apart  from  tlic  consultations  on  specific 
projects  (when  Commission  'round  tables'  with  UNICE  representatives 
are  paralleled  by  similar  meetings  with  the  unionists)  M.  Marjolin,  the 
member  of  the  EEC  Commission  responsible  tor  general  economic 
questions,  regularly  holds  meetings  with  them  to  discuss  the  develop- 
ment of  the  economic  situation  in  the  Community  economy. 

The  unions  are  no  more  ready  than  any  other  pressure  group  to  sit 
back  and  wait  to  be  consulted:  the  real  strength  of  the  two  groups  (and 

*  The  contrast  between  the  extremely  modest  scale  of  their  organisation  and 
the  highly-organised  way  in  which  corresponding  federal  pressure  groups  work 
in  the  United  States  is  a  striking  one. 
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more  particularly  perhaps  of  the  free  trade  unions,  since  the  Christian 
trade  unions  have  virtually  no  influence  in  Germany,  and  relatively 
little  in  Italy),  lies  in  their  abihty  to  mobihse  pressure  of  various  kinds 
and  in  various  quarters  throughout  the  Conununity.  Thus  when  a 
question  is  due  to  come  before  the  Council  of  Ministers  the  action  of 
national  T.U.  movements  is  brought  to  bear  in  all  the  member  coun- 
tries, pressure  being  exerted  through  the  tried  and  traditional  channels 
at  the  national  level.  Their  strength  in  most  national  parhaments  is  of 
course  considerable,  though  probably  a  good  deal  less  in  the  U.K.,  and 
so  are  their  links  with  the  European  Parliament:  there  are  a  number  of 
trade  unionists  amongst  the  active  members  of  the  Parliament — mostly 
in  the  Socialist  group,  of  course,  but  also  amongst  the  Christian 
Democrats,  so  that  there  are  two  channels  for  getting  trade  imion  views 
put  across  in  debates  and  in  committee. 

In  general  the  pattern  is  one  of  links  between  the  central  organisations 
at  the  national  level:  but  as  with  the  employers,  there  are  also  direct 
horizontal  links  at  a  lower  level.  Specialised  Committees  Hnk  national 
(free)  trade  unions  of  farm  workers,  transport  workers,  general  workers 
and  bulding  and  wood  workers.  Unions  in  the  textiles,  food, 
and  metallurgical  industries  are  due  to  set  up  such  Community-level 
bodies. 

In  conclusion  I  cannot  do  better  than  quote  the  words  of  a  report 
to  the  Third  General  Assembly  of  the  Free  Trade  Unions  of  the  mem- 
ber States,  held  in  Brussels  in  January  1962 :  'despite  all  the  difficulties 
and  despite  all  the  Hmitations,  the  influence  of  the  Trade  Unions  is  an 
estabhshed  fact,  particularly  as  regards  everything  having  to  do  with 
the  EEC  Treaty'.  The  unions  are  not  of  course  satisfied  with  the  scope 
of  their  influence,  but  they  have  succeeded  in  actively  defending  the 
interests  of  the  workers,  helped  by  the  buoyant  conditions  which  have 
characterised  the  labour  market  in  the  Six  so  far.  The  methods  they  use 
are  those  of  persuasion  and  of  influence  on  the  decision-making  process : 
if  the  notion  of  direct  action  is  ever  mentioned  it  is,  significantly 
enough,  not  in  connection  with  economic  or  social  claims  but  with  the 
idea  that  the  member  governments  might  one  day  think  fit  to  envisage 
admitting  Franco's  Spain  to  associate  membership  of  the  Commimity. 

There  is  no  doubt,  of  course,  that  the  unions  could — given  the 
favourable  bargaining  conditions  created  by  full  employment — have 
achieved  even  more  had  their  national  organisations  been  stronger. 
Co-operation  with  the  British  T.U.C.  may  in  future  help  to  strengthen 
their  position  and  build  on  the  foundations  already  laid. 
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(iii)  .  .  .  The  Individual 

What  does  the  Common  Market  mean  to  the  man  in  the  street — first 
in  his  economic  existence  as  'the  consumer',  and  secondly  as  an  ordinary 
citizen  of  a  member  country? 

A  constant  improvement  in  the  standard  of  hving  (and  working 
conditions)  of  the  peoples  of  the  member  countries  is  set  out  in  the 
preamble  of  the  Treaty  as  the  essential  aim  of  the  whole  undertaking. 
Nor  can  it  be  questioned  that  the  aim  has  so  far  been  achieved  in  the 
steady  economic  expansion  which  has  occurred  in  the  Community 
since  1958. 

From  the  immediate  implementation  of  the  Treaty,  there  are  two 
advantages  which  the  consumer  has  a  right  to  expect:  lower  prices,  and 
a  wider  choice  of  goods.  Once  again,  as  far  as  prices  are  concerned,  it 
is  impossible  to  assess  to  what  extent  trends  which  have  occurred  can 
be  attributed  to  the  Common  Market:  however,  the  general  price 
stabihty  wliich  has  reigned,  with  few  exceptions,  in  the  member 
countries  over  the  last  few  years  can  certainly  be  attributed  in  part  to 
lower  duties  on  imports  and  in  part  also  to  increasing  competition  or 
the  threat  of  it.  If  prices  are  maintained  when,  in  the  general  context  of 
economic  expansion,  they  might  have  been  expected  to  rise,  or  else  are 
raised  less  than  they  might  have  been,  the  retailer,  even  were  he  to  be 
aware  of  it,  is  unhkely  to  indicate  on  the  price  tabs  that  it  is  due  to  the 
Common  Market.  (Yet  there  have  been  one  or  two  cases  where  exactly 
this  was  done:  in  1959  a  Brussels  department  store  held  a  pubhcity  week 
when  prices  were  marked  down  to  what  they  would  be  if  all  customs 
duties  had  already  been  removed).  Nevertheless,  what  httle  evidence 
there  is  would  seem  to  show  that  the  consumer  has  reaped  some  direct 
advantage:  at  a  meeting  of  heads  of  department  stores  from  the  mem- 
ber countries,  called  by  the  EEC  Commission  early  in  1962,  it  trans- 
pired that  on  the  whole  there  had  been  a  tendency  for  prices  to  fall 
more  than  they  rose,  which  could  in  fact  be  attributed  largely  to  the 
Common  Market.  One  of  the  problems  of  the  Common  Market, 
which  the  rules  of  competition  are  intended  to  solve,  is  indeed  to  ensure 
that  the  economic  advantages  are  passed  on  to  the  consumer. 

As  to  wider  choice,  there  is  no  way  of  measuring  it.  It  does  not  result 
automatically  from  the  removal  of  trade  barriers,  but  depends  on  the 
initiative  of  retailers  in  seeking  a  wider  range  to  suit  customers'  tastes, 
and  even  more  on  the  extent  to  which  firms  start  competing  on  new 
markets.  The  process  when  it  does  occur  is  a  gradual  one,  and  the 
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average  consumer  is  unlikely  to  have  been  struck  as  yet  by  a  marked 
increase  in  the  goods  available  to  him — although  durable  consumer 
goods,  and  cars  in  particular,  where  foreign  makes  are  already  known, 
may  provide  the  exception.  The  process  will  undoubtedly  be  hastened 
by  the  tendency  of  firms  to  rely  on  reciprocal  use  of  distribution  net- 
works, to  which  we  referred  above. 

In  his  everyday  Hfe  and  habits  as  a  citizen,  the  Common  Market  has 
meant  very  little  change  for  the  average  inhabitant  of  the  member 
countries — ^nor  is  it  likely  to  mean  any  drastic  changes  in  the  future.  He 
still  has  to  produce  an  identity  card  (not  a  passport  it  is  true)  on  crossing 
a  frontier,  and  his  luggage  is  still  hable  to  be  searched;  and  to  send  a 
parcel  from  one  country  to  another,  to  get  a  work  permit,  or  to  take  up 
residence  in  another  member-country,  still  involves  time-wasting  form- 
ahties,  with  everything  in  triphcate  or  quadrupUcate.  Such  minor  steps 
as  uniform  postal  rates  are  proving  hard  to  achieve:  nor  is  this  to  be 
wondered  at,  for  minor  administrative  bureaucracy  will  surely  be  one 
of  the  last  bastions  of  discrimination  against  foreigners. 

Where  the  citizen  does  increasingly  run  up  against  the  effects  of  the 
Common  Market,  and  will  do  more  and  more,  is  in  his  work,  for 
the  break-down  of  barriers  has  repercussions  which  filter  through  to 
every  aspect  of  economic  hfe,  from  banking  to  green-grocering  and 
from  lorry-driving  to  farming. 
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Problems  of  Sovereignty 

For  A  country  about  to  take  the  major  step  of  joining  the  European 
Communities  when  they  have  already  been  in  existence  for  over  four 
years  (and  in  the  case  of  ECSC  for  more  than  ten),  and  obhged  by  the 
existing  members  to  accept  unchanged  the  basic  structure  and  institu- 
tional framework  established  by  the  Treaties,  there  is  one  question 
which  must  inevitably  loom  large :  that  of  sovereignty.  The  word  has 
come  to  have  a  certain  emotive  force,  and  arguments  about  'surrender 
of  sovereignty'  can  be  misleading  and  dangerous.  It  would  perhaps  be 
more  accurate  to  talk  about  transfers  of  decision-making  powers,  or  a 
'changing  pohtical  centre  of  gravity' — but  it  serves  adequately  to  desig- 
nate a  whole  series  of  changes  involved  in  joining  the  Communities, 
the  importance  of  which  is  worth  analysing.  (I  intentionally  leave  aside 
here  the  whole  question  of  whether  whatever  hmitation  of  sovereignty 
is  involved  in  membership  is  or  is  not  outweighed  by  the  advantages 
in  the  economic  and  political  fields  which  may  result  from  integration, 
and  which  Michael  Shanks  examines  in  Part  III  below:  this  is  a  question 
on  which  the  reader  will  have  to  make  up  his  mind  in  the  hght  of  the 
book  as  a  whole.) 

Clearly  the  very  act  of  signing — and  ratifying — the  three  Treaties 
involves  in  itself  a  'surrender  of  sovereignty' :  they  are  concluded  for 
an  unlimited  period  (Art,  240  of  the  EEC  Treaty)  and  no  provision  is 
made  for  a  member  country  to  withdraw.  The  texts  lay  down  a 
number  of  targets  to  be  achieved  over  a  period  of  years,  to  which  the 
signatories  are  formally  committed  in  advance.  Some  of  these  arc  set 
out  in  precise  terms  (e.g.  the  customs  reductions),  others  have  to  be 
worked  out  by  common  agreement  (e.g.  the  common  policies):  but 
the  commitment  is  unequivocal. 

The  actual  commitments  written  into  the  Treaty  are  of  course 
voluntarily  accepted,  and  must  be  ratified  by  the  national  parliaments. 
Of  much  greater  practical  importance  is  the  degree  to  which  member- 
ship, and  participation  in  the  process  by  which  the  Treaties  are  im- 
plemented, involves  the  surrender — or  more  accurately  the  sharing — of 
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control  over  both  the  everyday  conduct  of  economic  affairs  and  the 
formation  of  national  poHcies.  Only  an  analysis  of  the  practical  ex- 
perience of  the  Six  since  the  Treaties  came  into  force  can  show  v^hat 
is  really  involved,  and  what  the  imphcations  are,  for  all 
member  countries  (founder  members  and  newcomers  alike)  in  the 
future. 

There  are  in  fact  several  ways  in  which  the  relationship  of  the  mem- 
ber States  to  the  Community  institutions  involves  a  limitation  of  rights 
which  have  hitherto  always  been  exercised  only  at  the  national  level, 
and  are  therefore  referred  to  as  'sovereign'.  A  distinction  must  be  made 
between  restrictions  on  the  independent  action  of  the  national  govern- 
ments on  the  one  hand,  and  the  removal  of  decision-making  processes 
from  the  sovereign  control  of  national  parliaments  (and  through  them 
of  the  electorate)  on  the  other. 

The  national  governments  surrender  in  many  fields  their  right  of 
unfettered  and  autonomous  decision-making,  and  take  part  in  return  in 
the  joint  decision-making  machinery  of  the  ministerial  Councils. 
Secondly,  they  accept  the  right  of  the  two  Commissions  and  the  High 
Authority  to  take  executive  decisions  with  immediate  effect  through- 
out the  area  of  the  Community.  In  addition  they  accept  the  right 
of  the  same  bodies  to  keep  check  upon  the  observance  both  of 
those  decisions  and  of  the  terms  of  the  Treaties  in  general.  Lastly, 
they  accept  the  final  jurisdiction  of  the  Court  of  Justice  of  the 
Communities  in  any  dispute  between  them  and  the  institutions  of  the 
Communities. 

The  question  of  the  derogation  from  the  sovereignty  of  the  national 
parliaments  is  a  more  complex  one,  and  more  fundamentally  important 
because  it  involves  the  whole  basic  question  of  democratic  control.  It 
results  essentially  from  the  fact  that,  as  we  saw  in  Chapter  i,  the 
ministerial  Councils,  beingorgansof  the  Communities,  are  not  respons- 
ible to  the  national  parliaments :  nor  are  they  responsible  on  the  other 
hand  to  the  European  Parliament  (which  in  any  case  is  not  yet  qualified 
by  its  composition  or  its  powers  to  take  the  place  of  the  national 
parliaments). 


SHARED   DECISION-MAKING 

As  we  saw  in  examining  the  institutional  machinery  of  the  Common 
Market,  the  Council  of  Ministers  is  the  sole  decision-making  body, 
even  though  it  can  never  itself  take  the  initiative  but  must  always  work 
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on  the  basis  of  a  draft  prepared  by  the  Commission.  Although  in  fact 
made  up  of  ministers  sent  by  the  governments  of  the  member  States, 
the  Council  is  an  organ  of  the  Community:  it  has  a  collective  identity 
of  its  own  irrespective  of  what  ministers  are  taking  part  on  a  given 
occasion.  The  process  by  which  it  takes  its  decisions  differs 
fundamentally  from  the  round-the-table  negotiating  of  traditional 
diplomacy  when  the  meeting  is  no  more  than  the  sum  of  its 
independent  parts.  It  is  a  body  existing  in  its  own  right  which  has 
the  essential  function  of  achieving  that  balancing-out  of  national 
interests  which  was  reflected  in  the  Treaty  and  continues  at  every 
stage  of  its  appHcation. 

The  actual  debates  in  the  Council  leading  up  to  any  decision  merely 
represent,  after  all,  the  culminating  stage  in  a  process  of  consultation 
and  compromise  which  I  have  traced  in  some  detail  in  Chapter  i.  They 
have  been  foreshadowed,  with  the  same  arguments  advanced  on  all 
sides,  first  in  the  meetings  of  national  experts,  then  in  the  Permanent 
Representatives'  Committee.  Thus  the  member  governments  are 
already  part  authors  of  the  text  which  the  Commission  lays  before  the 
Council,  and  in  which  their  particular  interests  have  been  taken  into 
accoimt  as  far  as  the  interests  of  the  others,  or  of  the  Community  as  a 
whole,  permit. 

The  real  significance  of  the  fact  that  the  Council  is  a  Community 
body,  and  of  this  detailed  process  of  preliminary  synthesis,  is  that  there 
is  a  prior  commitment  to  reach  agreement.  Any  particular  decision  by 
the  Council  is  merely  one  element  in  a  continuing  process  involved  in 
the  implementation  of  the  Treaty :  it  may  be  delayed,  but  failure  to 
reach  agreement  is  no  more  taken  into  account  than  is  the  possibility 
that  a  national  Cabinet  might  fail  to  decide  on  some  major  element  of 
national  pohcy. 

Nor  does  this  apply  only  to  matters  where  the  Treaty  specifically 
requires  a  decision,  and  there  is  thus  a  contractual  element  in- 
volved. There  is  a  more  general  'moral'  commitment  to  take 
the  decisions  necessary  for  the  overall  progress  of  the  process  of 
integration ;  and  to  this  will  be  added  to  a  growing  extent  the  pres- 
sure of  economic  necessity,  as  the  implementation  of  decisions  in 
one  sector  of  the  economy  makes  co-ordination  in  another  sector 
essential. 

This  particular  character  of  the  Council  of  the  Communities  grew 
up  during  the  years  before  1958  in  the  Council  of  the  Coal  and  Steel 
Community.   The  story  is  told  of  a  meeting  of  the  ECSC  Council  to 
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discuss  transport  problems^ :  at  one  point  there  was  an  adjournment 
whilst  the  ministers  of  economics,  who  were  old  Council  hands,  took 
aside  the  transport  ministers,  attending  for  the  first  time,  and  explained 
to  them  the  way  the  Council  worked,  and  the  fact  that  they  could  not 
go  on  refusing  to  make  the  concessions  needed  for  a  compromise 
agreement.  The  same  tradition  has  held  from  the  start  in  the  work  of 
the  EEC  and  Euratom  Council,  which  has  met  with  increasing  fre- 
quency, and  with  a  membership  which  has  changed  relatively  little: 
the  Foreign  Minister,  the  Ministers  of  Agriculture,  the  Ministers  of 
Economic  Affairs,  and  a  number  of  others  have  now  considerable  ex- 
perience of  the  way  the  Community  works  and  of  the  process  of 
balancing-out  concession  against  concession. 

The  true  nature  of  the  Council  process,  and  the  way  national  interests 
are  reconciled,  is  only  really  revealed  where  the  conflict  is  a  major  one 
and  the  interests  involved  vital  to  several  of  the  member  countries. 
Then  it  can  be  seen  to  what  extent  any  member  State  may  hold  out 
against  the  others  or,  alternatively,  may  have  to  make  concessions. 
During  the  first  few  years  of  the  Common  Market  there  have  been 
relatively  few  major  conflicts  or  deadlocks  in  the  Council,  although 
the  reconcihng  of  national  interests  over  the  customs  duties  for  pro- 
ducts in  List  G  often  required  many  hours  of  discussion.  Two  cases  are 
worth  examining  in  some  detail.  One  shows  how  a  member  State 
which  is  isolated  and  has  the  weight  of  Community  opinion  against  it 
may  be  required  to  make  concessions  on  what  it  maintains  to  be  a  vital 
interest  in  order  to  permit  a  major  agreement;  the  other  shows  the 
bargaining  process  at  work  on  a  major  problem  where  all  the  member 
countries  have  interests  at  stake  and  a  complicated  overall  compromise 
is  required. 

The  first  case  is  that  of  the  original  'acceleration' — the  decision  to 
make  an  anticipated  tariff  cut  of  lo  per  cent,  and  to  speed  up  the 
appHcation  of  the  Treaty  in  general,  which  the  Council  took  in  May 
i960.  The  country  with  the  special  interest  to  defend  was  Holland,  who 
wanted  the  additional  10  per  cent  cut  to  apply  also  to  trade  in  food- 
stuffs. Germany,  which  had  already  found  the  cuts  made  in  duties  on 
agricultural  products  hard  to  swallow  for  internal  political  reasons, 
wanted  no  acceleration  in  the  farm  sector;  and  the  other  member 
countries  tended  to  be  on  the  German  side.  At  the  beginning  of  the 

^  Cf.  E.  B.  Haas,  The  Uniting  of  Europe  (Stevens  &  Sons  Ltd.,  1958) ;  the  analysis 
of  decision-making  in  the  early  years  of  ECSC,  on  pp.  492  et  seq.  of  this  book  is 
particularly  interesting. 
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meeting  the  Dutch  were  stating  their  readiness  to  veto  the  acceleration 
on  industrial  goods  unless  they  got  satisfaction  on  foodstuffs.  But  they 
were  under  heavy  psychological  and  political  pressure,  since  aU  the 
member  countries  were  agreed  on  the  acceleration  in  principle  and 
considered  it  an  invaluable  step  in  strengthening  the  Common  Market ; 
moreover  economic  opinion  throughout  the  Community  was  in 
favour.  Twice  the  Council  sat  late  into  the  night  before  the  Dutch, 
complaining  bitterly  that  the  Germans  had  shown  complete  lack  of 
'Community  spirit'  and  that  they  had  only  given  way  for  the  sake  of 
the  Community  as  a  whole,  accepted  a  compromise  whereby  there  was 
a  5  per  cent  additional  cut,  limited  however  to  those  agricultural 
products  not  yet  freed  from  quota  restrictions  (and  representing  in  fact 
a  fairly  limited  proportion  of  the  trade  in  foodstuffs).  Clearly  the  Dutch 
had  made  a  major  concession:  but  on  the  other  hand  the  fmal  solution 
was  a  compromise  which  granted  them  some  part  of  what  they  had 
asked. 

It  was  the  decisions  at  the  end  of  December  1961  and  the  beginning 
of  January  1962  which  provide  the  classic  example  of  the  Common 
Market  decision-making  process.  All  the  elements  were  present:  the 
decisions  to  be  taken  (farm  policy  above  all)  involved  issues  of  vital 
importance  to  all  the  member  States  and  affected  major  vested  interests 
in  each  country;  at  the  same  time  they  were  essential  to  the 
further  progress  of  the  Community  (above  all  the  move  to  the  second 
stage  of  the  transition  period);  and  lastly  the  Council  was  under 
pressure  both  because  of  the  need  to  take  a  decision  within  a  rigid 
time-limit,  and  because  pohtical  circumstances  (above  all  the 
negotiations  with  the  United  Kingdom)  made  it  essential  to  avoid  a 
failure. 

The  situation  is  worth  looking  at  in  some  detail.  Under  the  terms  of 
the  Treaty  the  Council  had  to  take  a  imanimous  formal  decision  by 
the  end  of  1961  on  the  move  to  the  second  stage  of  the  transitional 
period  (which  has  important  imphcations  for  Community  policy  in 
many  fields);  if  not  taken  by  December  31st,  the  decision  had  to  be 
postponed  for  a  year.  Taking  that  decision  was  however  conditional 
upon  the  Council's  concluding  that  reasonable  and  balanced  progress 
had  been  made  in  applying  the  Treaty  during  the  first  stage.  The 
French  made  it  clear  that  they  considered  agreement  on  the  cartel 
Regulations,  evidence  of  general  progress  in  other  countries  towards 
equal  pay  for  equal  work,  and  above  all  agreement  on  the  basic  ele- 
ments of  the  common  farm  pohcy  all  to  be  indispensable  conditions 
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for  coming  to  that  conclusion.  With  the  cartels  decision  satisfactorily 
out  of  the  way,  the  Council  still  had  before  it  twelve  sets  of  farm  poHcy 
regulations,  each  extremely  complex  and  each  containing  points  on 
which  major  differences  of  opinion  remained,  requiring  decisions 
which  could  only  be  taken  at  ministerial  level.  Without  going  into  the 
complexities  of  the  problems,  suffice  it  to  say  that  the  differences  of 
opinion  did  not  at  all  follow  the  same  pattern  in  each  case:  each 
country  had  interests  to  defend,  and  knew  where  it  would  have  to 
make  concessions ;  each  was  in  a  minority  in  some  cases,  and  had  aUies 
in  others  (the  Dutch  for  instance  were  particularly  glad  to  find  them- 
selves for  once  the  alhes  rather  than  the  opponents  of  the  French  when 
it  came  to  the  pigmeat  regulations!).  All  the  same,  the  biggest 
single  clash  was  undoubtedly  between  France  and  Germany  over 
cereals. 

In  the  circumstances  it  was  a  striking  fact,  on  which  all  observers 
were  agreed,  that  the  ministers  tackled  the  problem  from  the  outset  in 
a  'Community  spirit'.  The  'political  will  to  succeed',  which  has  become 
one  of  the  catch-phrases  of  the  Common  Market,  was  clearly  in  evi- 
dence. In  every  case  the  solutions  reached,  around  5  a.m.  on  January 
14th,  1962,  were  compromises.  Significantly,  they  corresponded  very 
closely  to  the  compromise  proposals  which  the  EEC  Commission  had 
put  forward  before  the  end  of  the  year.  The  last  ten  days  of  tough 
bargaining  (after  the  Council,  at  the  suggestion  of  M.  Pisani,  the 
French  Minister  of  Agriculture,  'stopped  its  clock'  in  order  to  be  able 
to  take  the  decision  on  the  move  to  the  second  stage  when  it  finally 
reached  agreement)  seemed  to  have  served  as  much  as  anything  to 
prove  to  the  farmers  in  the  various  countries  that  the  governments  had 
really  done  their  best,  and  that  if  agreement  was  to  be  reached  at  aU 
then  no  more  concessions  could  be  won.  No  one  country  lost  face  by 
an  obvious  surrender  of  vital  interests :  concessions  were  made  on  all 
sides;  and  there  was  never  any  question  of  'steam-rollering'.  It  was 
suggested  that  perhaps  the  French  did  best  out  of  the  deal,  but  simply 
through  superior  negotiating  skill ;  and  the  French  Minister  of  Agri- 
culture was  often  instrumental  in  achieving  a  compromise.  Even  more 
so  the  agreement  was  a  triumph  for  the  EEC  Commission,  and  for 
Dr.  Mansholt  in  particular,  who  was  ready  at  every  turn  with  a  vahd 
proposal  for  solving  each  deadlock.  Lastly,  the  way  the  decisions  were 
received  by  the  farmers  was  significant:  with  the  kind  of  reahstic 
acceptance  of  the  inevitability  of  the  integration  process  to  which  I 
referred  in  the  previous  chapter,  they  wasted  httle  time  on  rccrimina- 
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tions  and  at  once  began  to  examine  the  practical  significance  of  the 
new  poHcy. 

MAJORITY   VOTING 

The  move  to  the  second  stage  of  the  transitional  period  involves  one 
major  change  with  apparent  implications  for  sovereignty:  the  move 
from  unanimous  voting  to  qualified  majority  voting  for  most  of  the 
Council's  decisions.  The  'qualified  majority'  system  means  in  effect 
weighted  voting :  each  of  the  three  big  States  has  four  votes,  Belgium 
and  the  Netherlands  have  two  each,  and  Luxembourg  has  one :  twelve 
votes  are  required  for  a  qualified  majority,  and  the  favourable  votes  of 
at  least  four  countries  are  required  for  decisions  not  being  taken  on  the 
basis  of  an  EEC  Commission  proposal.  The  point  of  the  scheme  is  to 
ensure  that  whilst  one  of  the  three  big  countries  can  be  over-ruled  by 
its  partners,  two  of  them  (or  even  one  if  it  has  the  backing  of  Belgium 
or  the  Netherlands)  cannot  be.^ 

An  interesting  light  is  shed  on  the  possible  significance  of  the  change 
by  what  happened  in  the  case  of  the  anti-cartel  Regulations  adopted  in 
December  1961.  Only  a  quahfied  majority  was  needed  (because  the 
decision  had  not  been  taken  by  the  end  of  1961,  as  the  Treaty  required 
— cf.  Art.  87).  When  the  Commission's  fmal  draft  came  before  the 
Council  in  November,  after  long  and  tedious  debate  at  other  levels, 
agreement  was  reached  on  all  aspects  except  one  (the  question  of  sector- 
by-sector  enquiries).  On  this  point  France  was  in  a  minority,  and  the 
other  member  States  could  have  passed  the  measure  by  a  quahfied 
majority.  The  Council  decided  however  to  make  a  further  effort  to 
reach  unanimity,  and  the  Permanent  Representatives  did  succeed 
in  working  out  a  compromise  which  the  Council  unanimously 
accepted  in  December.  The  lesson  to  be  learnt  from  this 
seems  to  be  that  every  effort  will  always  be  made  to  achieve 
unanimity  on  major  issues.  The  Commission  in  particular  can  be 
expected  to  work  for  unanimity  wherever  possible,  since  it  must 
co-operate  closely  \vith  the  member  States  in  elaborating  the  detailed 
measures  for  the  implementation  of  the  Council's  decisions. 
The  more  important  the  decision,  therefore,  the  greater  the 
efforts  that  will  be  made  to  reach  a  compromise.  Nevertheless 
occasions  may  well  arise  where  a  government  may  prefer  for 
reasons  of  internal  tactics  to  be  over-ruled  by  its  partners  on  a  point 

^  The  re-casting  of  the  'qualified  majority'  system  to  accommodate  new  mem- 
ber countries  may  prove  one  of  the  most  delicate  points  in  the  negotiations. 
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where  it  is  subject  to  heavy  interest  group  pressure,  rather  than  to  accept 
a  compromise  which  it  would  have  difficulty  in  defending  at  home. 

THE  SCOPE  AND   SIGNIFICANCE  OF  THE   COMMISSION'S  POWERS 

The  EEC  Commission  has  a  wdde  range  of  tasks  to  perform,  and 
various  instruments  at  its  disposal  in  dealing  with  the  member  States. 
In  quite  a  number  of  cases  it  is  charged  directly  with  taking  action  to 
ensure  the  implementation  of  the  Treaty,  and  it  may  issue  'opinions' 
and  'recommendations'  (which  are  in  no  way  binding)  reminding 
member  States  or  individual  firms  of  their  obligations.  It  can  however 
take  strictly  executive  decisions  only  in  those  cases  where  it  is  specific- 
ally empowered  to  do  so  either  by  the  Treaty  or  within  the  framework 
of  directives  which  the  Council  has  issued  (binding  only  as  regards  the 
end  to  be  attained)  or  decisions  which  it  has  taken  (binding  as  regards 
both  means  and  ends) 

It  is  worth  looking  at  the  kind  of  powers  the  Commission  has 
(though  the  list  cannot  be  exhaustive).  Thus,  in  the  framework  of  the 
common  commercial  pohcy,  it  has  the  power  to  grant  import  quotas 
duty-free  or  at  reduced  duties.  Under  the  anti-cartel  Regulations,  it  is 
the  Commission  which  is  empowered  to  rule  that  an  agreement  or  an 
association  between  firms  is  illegal  and  must  be  terminated;  alternat- 
ively it  can  allow  the  agreement  to  be  concluded  or  maintained.  Also, 
under  the  same  Regulations,  the  Commission's  agents  have  the  right 
to  carry  out  direct  investigations  into  the  affairs  of  firms  in  the  member 
countries,  though  they  have  to  inform  the  national  authorities  and  will 
in  practice  collaborate  closely  with  them.  It  is  worth  noting  that  the 
High  Authority  has  had,  and  has  used  fully,  a  siinilar  right  of  investiga- 
tion under  the  ECSC  Treaty  and  that  it  has  not  caused  any  major 
difficulties.  Under  the  terms  of  the  Regulations,  and  foreseeably  under 
other  Regulations  yet  to  be  drawn  up  (e.g.,  on  transport)  the  Com- 
mission can  impose  fines  on  firms  in  member  States;  again  the  High 
Authority  has  had  similar  powers  in  connection  with  infringements  of 
ECSC  price  schedule  regulations. 

In  general  the  powers  of  direct  action  of  the  EEC  Commission  are 
fairly  Hmited.  The  EEC  Council  is  in  fact  careful  to  retain  for  itself  any 
decisions  which  are  of  importance  in  their  effects  on  national  interests. 
The  Regulations  on  the  common  farm  policy  are  typical  in  this 
respect:  it  is  the  EEC  Council  itself  which  will  take  the  vital 
decisions  each  year  setting  the  target  'prices  for  grain  and  for  other 
foodstuffs. 
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The  power  and  importance  of  the  Commission  in  fact  resides  not  in 
a  right  of  decision — which  is  not  its  function  in  the  institutional  frame- 
work— but  in  its  right  of  initiative.  It  has  the  power  to  make  proposals 
to  the  Council  concerning  any  aspect  of  the  Common  Market,  and 
this  gives  it  great  scope:  one  has  only  to  remember  that  the  crucially 
mportant  work  on  the  harmonisation  of  direct  taxation  was  under- 
taken imder  the  terms  of  the  vaguely  worded  article  about  harmonisa- 
tion of  legislation.  The  shape  of  the  Commission's  proposals  on  any 
given  matter  is  unhkely  to  be  radically  changed  by  the  Coimcil, 
especially  since,  as  we  have  seen,  it  draws  them  up  in  full  knowledge 
of  the  views  of  the  member  States. 

The  conclusion  which  emerges  therefore  is  that  the  activities  of  the 
Commission  hardly  represent  a  threat  to  national  sovereignty,  save  in 
the  sense  that  it  is  the  source  of  the  multiple  proposals  which  are  bound 
to  require  a  gradual  transfer  of  the  decision-making  process  from  the 
member-States  to  the  Community.  The  jibe  that  the  Common  Market 
is  run  by  technicians  and  bureaucrats  is  not  strictly  accurate.  The  activ- 
ities of  the  Commission — both  the  proposals  it  draws  up  and  everything 
it  does  to  implement  the  Treaty — are  subject  to  Uvely  scrutiny  by  the 
Parhament,  which  fulfils  this  role  of  supervision  and  control  very 
effectively.  As  for  the  High  Authority,  which  has  it  is  true  far  greater 
direct  powers  than  the  Commission,  it  exercises  them  to  stimulate 
and  guide  the  evolution  of  the  coal  and  steel  market  in  a  way  which 
can  hardly  be  said  to  infringe  on  national  sovereignty.  When  the  High 
Authority  has  clashed  directly  with  entrenched  national  interests — 
e.g.,  over  Belgian  coal — it  has  come  off  second  best. 

One  other  aspect  of  the  Commission's  functions  is  worth  recalling: 
its  role  as  watch-dog  of  the  Treaty  and  the  Regulations.  It  keeps  check 
on  the  one  hand  to  ensure  that  the  States  do  not  introduce  new  measures 
which  infringe  the  Treaty,  and  on  the  other  hand  to  ensure  that  they 
do  carry  out  their  new  obligations.  The  procedure  in  the  event  of  an 
infringement  being  discovered  is  in  no  way  arbitrary,  however:  the 
Commission  first  sends  a  'reasoned  opinion'  explaining  the  grounds  for 
considering  that  the  Treaty  has  been  violated — and  to  this  the  State  in 
question  may  reply,  giving  its  reasons.  If  the  Commission  is  not  satis- 
fied with  the  arguments  it  issues  a  recommendation  calling  on  the 
offender  to  put  an  end  to  the  infringement.  If  this  recommendation  is 
not  acted  upon  it  can  then  bring  a  case  against  the  member  country  in 
question  before  the  Court  of  Justice,  and  the  Court's  ruling  is  binding. 
During  the  early  years  of  the  Common  Market  the  first  steps  of  the 
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infringement  procedure  were  applied  in  many  cases,  especially  in  con- 
nection with  the  reduction  of  trade  barriers.  In  196 1  the  first  cases  were 
brought  before  the  Court;  and  early  in  1962  the  Court  ruled  for  the 
Commission  against  the  Italian  government  in  two  cases.  There  seems 
every  indication  that  the  Commission  will  be  vigilant  in  ensuring  the 
application  of  the  Treaty :  but  this  hardly  impHes  any  limitation  of  the 
sovereign  rights  of  the  States,  which  are  under  an  obvious  obhgation 
to  carry  out  their  Treaty  commitments.  Vice  versa,  the  governments 
have  of  course  the  right  to  appeal  to  the  Court  against  the  Commission 
in  any  case  where  it  is  felt  to  have  exceeded  its  legitimate  powers  under 
the  Treaty  or  under  the  terms  of  Council  decisions.  In  the  Coal  and 
Steel  Community  the  member  countries  have  not  hesitated  to  take 
such  action  against  the  High  Authority. 

The  idea  that  the  national  governments  should  be  subject  to  a  ruling 
by  the  Court,  without  any  right  of  appeal,  must  ring  strangely  on 
British  ears.  It  can  hardly  be  considered  in  itself  to  represent  an  aban- 
donment of  sovereign  rights.  The  abandonment,  as  we  saw,  comes  in 
the  signing  of  the  Treaty :  once  formal  commitments  of  the  general 
kind  to  be  found  in  the  Rome  Treaty  are  accepted,  it  is  essential  that 
there  should  be  some  authority  independent  of  both  the  member 
States  and  the  other  Community  institutions  capable  of  ruling  on  the 
interpretation  of  the  Treaty. 

WANTED,    A   parliament! 

On  most  of  the  major  decisions  taken  in  the  Common  Market,  then, 
the  member  governments  have  to  make  concessions — and  with  quali- 
fied majority  voting  in  the  Council  of  Ministers  it  becomes  at  least 
theoretically  possible  for  even  one  of  the  bigger  member  countries  to  be 
obliged  to  bow  to  the  wishes  of  its  partners  on  a  matter  which  concerns 
a  vital  national  interest.  There  are  far-reaching  implications  here  for 
the  national  parliaments. 

The  Council,  as  a  Community  body,  is  not  responsible  to  the 
national  parliaments.  More  explicitly,  a  body  with  the  power  to  take 
decisions  which  have  force  of  law  in  all  the  member  countries  is  not 
subject  to  parliamentary  control  in  those  countries.  Although  when 
obhged  to  make  concessions  in  the  course  of  a  Council  meeting  a 
Minister  may  make  the  formal  passage  of  the  decision  dependent  upon 
the  agreement  of  his  government  (this  was  the  procedure  adopted  by 
the  French  Minister  of  Agriculture  when  the  decisions  on  the  coinmon 
farm  policy  were  taken  in  January  1963)  there  can  be  no  question  of 
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making  it  dependent  upon  parliamentary  approval.^  To  take  a  striking 
example,  the  anti-cartel  Regulations,  which  apply  directly  in  the 
member  countries,  and  which,  moreover,  the  national  courts  have  to 
apply,  never  came  before  the  national  parliaments. 

In  general  the  Six  national  parliaments  have  taken  relatively  little 
interest  in  the  affairs  of  the  Communities.  There  were  naturally  full- 
scale  debates  before  ratification  on  the  imphcations  of  the  Rome 
Treaties,  and  there  are  from  time  to  time  foreign  affairs  debates  in  which 
Common  Market  matters  are  touched  on.  But  only  the  Dutch  Parha- 
ment  has  regularly  debated  the  affairs  of  the  Community.  Certainly 
there  is  no  question  of  the  national  parliaments  exercising  a  detailed 
parliamentary  control — which  would  in  any  case  have  to  be  post  facto 
— over  the  decisions  of  the  Council.  Interest  has  inevitably  been 
growing,  and  Common  Market  affairs  have  begun  to  come  up  more 
frequently,  but  it  has  been  the  plans  for  political  union  rather  than 
economic  decisions  which  have  attracted  the  most  attention  in  the 
national  legislatures. 

Yet  the  last  thing  that  the  authors  of  the  Rome  Treaty  intended  to  do 
was  to  remove  the  operation  of  the  Common  Market  from  any  kind 
of  democratic  control.  In  the  Coal  and  Steel  Coimiiunity  until  1958  it 
was  perhaps  just  possible  to  suggest  that  the  Common  Assembly  exer- 
cised democratic  control,  since  it  was  the  High  Authority,  which  it  had 
the  power  to  dismiss  (once  a  year,  on  the  basis  of  the  Annual  Report), 
which  had  the  power  of  decision.  When  the  jurisdiction  of  the  Assem- 
bly was  extended  to  the  other  two  Communities,  however,  the  gaping 
hole  in  the  system  of  democratic  control  became  evident. 

For  in  the  Common  Market  the  role  and  importance  of  the 
Commission  (which  the  Assembly  can  still  oblige  to  resign,  by  a 
vote  of  censure  at  any  time)  is  very  different  from  that  of  the  High 
Authority:  and  the  Council,  which  is  not  subject  to  the  national 
parhaments,  escapes  entirely  from  control  by  the  European  Parliament 
also. 

It  is  worth  recalling  briefly  what  I  wrote  in  Chapter  i  about  the 
present  position  of  the  Parliament :  its  role  is  officially  one  of  cpnsulta- 
tion  and  supervision,  and  both  tliese  activities  it  carries  out  well  and 

^  The  Federal  German  government  did  tie  its  hands  in  connection  with  the 
'acceleration*  decisions  by  making  certain  commitments  of  a  more  or  less  formal 
nature  beforehand  to  the  Bundestag.  Acceleration  is  however  to  some  extent  a 
special  case  since  there  is  no  binding  obHgation  on  the  governments  to  reach 
agreement. 
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conscientiously.  Yet  the  Council  is  quite  capable  of  ignoring  its  advice 
— as  happened  in  i960  over  the  budgets  of  the  Communities,  when  the 
Assembly  unanimously  backed  the  Executives  in  requesting  the  full 
amount  indicated  in  the  estimates,  and  the  Council  went  on  and  con- 
firmed the  drastic  cuts  recommended  to  it  by  a  group  of  experts.  In 
relation  to  the  Executives  of  all  three  Communities  the  position  of  the 
Parhament  is  stronger.  Yet  this  is  not  due  at  all  to  the  very  hmited 
power  it  has  over  them — the  power  of  causing  them  to  resign,  which 
in  any  case  it  would  have  httle  interest  in  using  since  it  has  no  say  in 
their  replacement — but  rather  to  the  tradition  of  close  interest  and  co- 
operation which  has  been  estabhshed.  In  the  history  of  ECSC  and  the 
Common  Market  so  far,  the  Executives  and  the  Parliament  have  been 
natural  aUies. 

From  the  first  the  Common  Assembly  insisted  on  being  consulted  on 
the  High  Authority's  pohcies  before  they  were  put  into  effect;  and  in 
the  Common  Market,  of  course,  this  right  of  consultation  is  formally 
recognised  and  works  well  in  practice.  Indeed  the  Parhament  does  not 
content  itself  with  a  detailed  analysis  and  criticism  of  the  official  propo- 
sitions sent  to  it  by  the  Council.  In  a  number  of  fields,  the  Parliament 
has  taken  the  initiative  in  elaborating  its  own  ideas  ahead  of  the  Com- 
mission's own  proposals.  The  most  striking  case  was  that  of  transport 
poUcy,  where  two  voluminous  reports  by  a  Dutch  M.P.,  Mr.  Kapteyn, 
which  the  Parhament  adopted,  constitute  a  major  contribution  to  the 
solution  of  the  problems  raised  by  working  out  a  common  poHcy. 
Again,  in  the  case  of  the  anti-cartel  Regulations  the  Commission 
actually  replaced  parts  of  its  own  proposals,  defeated  in  the  Assembly, 
by  the  latter's  own  text. 

All  this  is  important,  and  serves  to  emphasise  that  the  European 
Parhament  is  an  active  and  conscientious  body  carrying  out  its  functions 
to  the  best  of  its  abihty.  But  it  does  not  change  the  fact  that  the  Assem- 
bly has  no  real  democratic  powers  over  the  Commission,  let  alone  over 
the  Council,  which  is  not  even  theoretically  responsible  to  it.  Nor  does 
it  change  the  fact  that  it  is  only  chosen  indirectly,  and  thus  has  no  vahd 
mandate  from  the  electors  of  the  member  countries.  Not  only  are  large 
groups  of  national  voters  not  represented  even  directly — ^no  Com- 
munist members  being  sent  to  Strasbourg,  despite  the  importance  of 
the  Communist  Parties  in  France  and  Italy.  Because  its  powers  are 
Umited — and  membership  takes  up  a  lot  of  time — it  attracts  only  very 
few  of  the  leading  figures  from  national  pohtics:  one  reason  why  the 
Socialist  group  in  the  European  Parhament  is  more  impressive  in  its 
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performances  than  the  other  two  is  that  the  Sociahsts,  having  been  in 
opposition  in  most  of  the  member  countries  most  of  the  time  since  the 
Common  Market  was  created,  have  been  able  to  afford  to  pay  more 
attention  to  the  European  Assembly.  Precisely  because  it  is  not  elected 
the  debates  of  the  Parliament,  however  high  a  level  they  may  reach, 
have  httle  appeal  to  public  opinion,  hi  short,  the  Parhament  in  its 
present  form  resembles  nothing  more  than  an  active  parliamentary 
committee,  composed  almost  entirely  of  back  benchers  and  largely 
ignored  by  pubhc  opinion. 

EUROPEAN  ELECTIONS? 

There  is  one  obvious  solution  to  this  lacuna  in  the  Community  system. 
Both  the  ECSC  Treaty  and  the  two  Rome  Treaties  contain  express 
provision  for  the  Parliament  to  be  elected  by  direct  universal  suffrage 
throughout  the  Community.  Not  unnaturally  plans  were  made  almost 
at  once  to  implement  this  clause.  In  1959  a  special  sub-committee  of 
the  Assembly's  Political  Affairs  Committee  started  work  on  a  draft 
Treaty,  and  after  discussing  in  detail  with  the  six  national  parhaments, 
as  well  as  with  the  governments,  the  political  and  technical  problems 
involved,  it  drew  up  a  draft  which  the  Assembly  approved.  It  was 
submitted  to  the  Foreign  Ministers  of  the  Six,  and  it  was  optimistically 
imagined  that  the  first  elections  might  take  place  in  1962,  or  in  1963 
at  the  latest. 

Since  then,  as  we  shall  see  in  the  next  chapter,  the  plan  has  run  up 
against  French  opposition  and  has  become  just  one  element  in  the 
dispute  over  the  shape  of  future  political  union.  Nevertheless,  since 
direct  elections  remain  one  of  the  primary  objectives  of  the  'federahsts'^ 
and  there  is  every  reason  to  think  that  they  will  eventually  be  held,  it 
is  worth  looking  briefly  at  the  outlines  of  the  Assembly's  plan.  It 
represents  in  fact  a  compromise  designed  to  make  the  change  from  the 
present  system  less  radical,  and  therefore  more  acceptable  to  govern- 
ments and  national  parhaments  alike.  At  least  at  first,  some  of  the 
members  of  the  European  Parliament  would  continue  to  be  delegated 
from  the  national  Assemblies,  only  the  rest  being  directly  elected. 
Secondly,  the  elections  would  not  be  held  according  to  a  single  uniform 
voting  system  (as  a  strict  interpretation  of  Art.  138,  s.  3  of  the  Treaty 
would  require) :  instead  each  member  State  would  elect  a  given  number 
of  members  using  its  present  national  system.  Only  at  a  later  stage 

*  See  Chapter  8  for  the  importance  of  direct  elections  in  the  context  of  the 
dispute  over  the  shape  of  any  future  pohtical  union. 

162 


PROBLEMS  OF  SOVEREIGNTY 

would  a  uniform  system  be  substituted,  for  it  poses  immense  technical 
problems,  some  of  the  member  States  at  present  having  proportional 
representation  and  others  a  system  more  like  the  English  one.  There 
would  be  a  two-fold  increase  in  the  number  of  members  bringing  it  up 
to  284,  but  even  then  the  electoral  constituencies  would  be  vast  by 
national  standards.^ 

What  really  interests  us  in  this  chapter,  however,  is  the  repercussions 
such  a  scheme  would  have  for  the  role  and  status  of  the  national  parha- 
ments.  Whether  or  not  the  directly  elected  European  Parhament  were 
given  increased  powers  at  once,  the  very  fact  of  being  representative 
would  immediately  give  it  a  far  greater  say  in  the  affairs  of  the  Com- 
munities. The  draft  plan  did  not  indicate  whether  an  M.P.  would  be 
allowed  to  be  a  member  both  of  his  national  parliament  and  of  the 
European  Parliament,  but  in  any  event  sheer  pressure  of  work  would 
make  it  practically  impossible  to  be  an  effective  member  of  both. 
PoUticians  would  therefore  face  a  major  choice:  whether  to  choose 
election  to  the  European  Parhament,  with  a  hmited  but  expanding 
say  in  the  affairs  of  the  Community,  or  to  stay  in  the  national 
parhament. 

Here  however  I  am  venturing  into  the  realms  of  the  fairly  distant 
future.  If  ever  such  a  choice  does  become  a  real  one  it  will  mean  that 
a  crucial  stage  has  been  reached  in  the  shift  of  the  economic  and  even 
the  pohtical  centre  of  gravity  from  the  national  to  the  Community 
level.  These  are  still  for  the  moment  theoretical  problems.  Yet  they 
may  well  have  to  be  faced:  indeed  it  is  a  recurrent  theme  of  this  account 
of  the  developing  Community  that  the  end  of  the  transitional  period 
is  destined  to  see  that  transfer  of  the  level  of  decision-making  very  far 
advanced.  For  Britain  and  the  Scandinavian  countries  above  all  (as  for 
Holland  too)  the  primordial  importance  of  parhament  in  the  institu- 
tional system  makes  it  indispensable  for  any  wider  body  which  they 
join  to  have  a  genuine  and  effective  system  of  democratic  control — it 
is  certainly  no  coincidence  that  it  is  the  Dutch  M.P.s  who  have  done 
the  most  to  estabhsh  in  the  European  Parhament  the  traditions  and 

^  The  inadequacy  of  sticking  to  the  national  systems  rather  than  adopting  a 
uniform  system  is  emphasised  by  the  case  of  the  Grand  Duchy  of  Luxembourg 
which  under  the  project  in  question,  which  keeps  the  present  proportions, would 
have  almost  as  many  members  of  the  European  Parhament  as  national  M.P.s — 
whereas  under  a  system  of  uniform  constituencies  the  300,000  Luxembourgers 
would  not  even  elect  one  member !  Strangely,  the  idea  of  a  bi-cameral  scheme 
has  hardly  been  looked  at. 
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procedure  of  a  genuine  parliament.  Yet  development  of  the  European 
Parliament  to  its  rightful  position  with  democratic  control  over  the 
Coimcil  would  mean  the  decUne  of  the  national  parhaments.  These  are 
matters  which  are  going  to  prove  taxing:  but  it  is  also  without  any 
doubt  the  field  where  Britain  and  the  Scandinavians  can  make  their 
biggest  contribution  to  the  development  of  the  Community. 
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The  basic  motives  behind  the  creation  first  of  the  Coal  and  Steel 
Community  and  then  of  the  other  two  Communities  were  political: 
and  although  these  were  undertakings  entirely  justifiable  in  terms  of 
the  economic  advantages  they  would  bring,  both  those  who  took  part 
and  those  who  stood  aloof  were  fully  aware  that  the  long-term  aim  was 
the  political  unification  of  Western  Europe.  Similarly,  as  we  saw  in 
Part  I,  the  motives  behind  the  British  move  towards  Europe  were  a 
mixture  of  the  economic  and  the  political. 

In  his  speech  in  Paris  in  October  1961,  opening  the  negotiations  for 
membership  of  the  Common  Market,  Mr.  Heath  clearly  stated 
Britain's  fuU  acceptance  of  the  political  aims  of  the  member  countries 
imderlying  the  Treaties  of  Rome,  and  also  the  objectives  of  the  plans 
for  political  co-operation  which  were  then  under  discussion  amongst 
the  Six.  During  the  months  that  followed  both  the  Lord  Privy  Seal  and 
the  Prime  Minister  made  statements  to  the  effect  that  the  Government 
was  willing  to  join  in  poHtical  co-operation  if  invited  by  the  Six,  and 
would  sign  a  Treaty  of  Political  Union  if  one  existed  when  Britain 
joined  the  economic  Communities.  Then,  on  April  loth,  1962,  at  a 
meeting  of  the  W.E.U.  Council  held  in  London,  Mr.  Heath  informed 
the  Six  of  the  British  government's  active  desire  to  play  its  part  in  the 
work  of  the  member  countries  on  drawing  up  plans  for  some  form  of 
poUtical  union. 

Towards  what  form  of  pohtical  union,  then,  has  the  Community  of 
the  Six  been  moving  since  it  was  set  up,  and  what  real  progress  has  so 
far  been  made?  The  present  complex  and  in  some  ways  paradoxical 
situation,  and  the  possible  trends  of  future  development — in  which 
Britain  will  have  to  play  her  full  part — can  only  be  understood  in  the 
light  of  the  disagreement  between  two  basically  conflicting  concepts 
which  has  been  bedeviUing  the  efforts  of  the  member  countries  to 
achieve  closer  unity  for  more  than  two  years. 

At  the  time  the  Rome  Treaties  were  signed  and  the  Common  Mar- 
ket came  into  being,  all  those  concerned  were  in  basic  agreement  about 
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the  way  it  was  intended  to  develop.  Political  unity  was  to  grow  gradu- 
ally out  of  economic  integration.  The  three  Communities,  the  'Euro- 
peans' felt,  could  form  the  nucleus  of  and  the  basis  for  the  development 
of  federal  forms  of  government  to  which  the  powers  at  present  exer- 
cised by  the  national  States  would  gradually  be  transferred,  not  only  in 
the  economic  but  also  in  the  pohtical  and  other  fields. 

The  situation  in  1962  is  not  at  all  so  simple,  and  the  way  ahead  no 
longer  seems  so  clear  and  obvious  as  it  did  to  the  'Europeans'  back  in 
1957.  For  the  'Integra tionist'  views  which  prevailed  when  the  Common 
Market  was  created  have  since  run  into  head-long  colhsion  with  the 
attitude  of  General  de  Gaulle,  who  conceives  of  European  unity  only 
in  terms  of  co-operation  between  the  governments  of  independent 
sovereign  States. 

The  kind  of  progress  the  'Europeans'  were — and  still  are — hoping 
for  is  to  be  based  on  the  development  of  the  three  existing  Communi- 
ties. Two  steps  are  of  basic  importance  to  their  plans:  direct  elections 
to  the  European  Parliament,  and  the  merger  of  the  High  Authority 
and  the  two  Commissions  in  Brussels  into  a  single  European  Executive. 

Throughout  the  ten  years  of  its  existence,  first  as  the  Common 
Assembly  of  ECSC,  then  as  the  Parliamentary  Assembly  of  the  three 
Communities,  the  European  Parhament  has  been  the  most  outspokenly 
'European'  of  all  the  Institutions,  doing  its  best  to  act  as  a  'driving  force' 
towards  European  unity.  In  ECSC  it  was  constantly  urging  the  High 
Authority  to  exert  to  the  utmost  its  supranational  powers,  encouraging 
it  in  clashes  with  the  Governments,  and  criticising  it  when  it  failed  to 
adopt  an  active  pohcy.  In  the  Common  Market  the  same  tradition  has 
been  broadened  and  developed;  never  accepting  any  limitation  on  the 
scope  of  its  debates,  the  Parliament  has  adopted  av ant  garde  positions  in 
a  steady  flow  of  reports  and  resolutions  on  all  aspects  of  integration. 
Yet,  as  we  have  seen,  it  remains  but  the  shadow  of  a  Parliament  in  the 
true  sense  of  the  word. 

Direct  elections  could  not  fail  to  bring  a  vast  increase  in  the  influence 
and  importance  of  the  Parliament,  giving  it  a  new  autlaorit)' — dc  facto 
if  not  at  first  dejure — in  its  relations  with  the  Council  of  Ministers  and 
its  control  over  the  Executives.  In  short,  it  would  fill  the  dangerous  void 
in  the  Community  system,  by  ensuring  genuine  democratic  control 
over  the  Institutions  which  run  it.  At  the  same  time  the  holding  of 
direct  elections  would  be  the  biggest  single  step  possible  in  bringing 
heme  to  the  man  in  the  street  the  meaning  and  importance  of  the 
Common  Market,  by  involving  him  in  its  operation. 
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The  other  step  the  'Europeans'  had  been  counting  on  was  a  merger 
of  the  three  Executives.  Even  without  any  change  in  its  fornaal  relation- 
ship with  the  Council  of  Ministers,  a  single  body  running  the  affairs  of 
the  three  Communities,  and  wielding  the  powers  at  present  held  by  the 
High  Authority  and  the  Commissions  (for  it  is  generally  accepted  that 
the  High  Authority's  supranational  powers  in  its  particular  field  should 
not  be  levelled  down  to  correspond  to  the  more  limited  ones  of  the 
Commissions),  would  gain  at  once  in  prestige  and  influence,  as  well  as 
being  able  to  deal  more  efficiently  with  such  joint  problems  as  energy 
or  transport  poUcy.  Just  as  i960  saw  the  fmal  drafting  of  a  Treaty 
for  direct  elections,  so  in  the  same  year  a  plan  for  merging  the 
Executives  had  been  drawn  up  and  awaited  the  approval  of  the 
Governments. 

Another  move  which  it  was  hoped  to  make  towards  unifying  the 
Community  was  to  choose  a  single  seat  for  all  the  Institutions — with 
the  implication  that  it  would  one  day  become  the  administrative 
'capital'  of  a  united  Europe.  The  process  by  which  the  various  Institu- 
tions have  come  to  be  spread  throughout  Europe  forms  part  of  the 
complicated  history  of  the  Community,  but  the  facts  and  their  conse- 
quences are  clear:  the  High  Authority  and  the  Court  of  Justice  are  in 
Luxembourg,  the  Common  Market  and  Euratom  are  centred  on  the 
Commissions  in  Brussels,  and  the  Parliament  meets  in  Strasbourg  but 
has  its  Secretariat  in  Luxembourg.  The  cost  of  this  arrangement  in 
terms  of  money,  time  spent  on  travel,  and  reduced  efficiency  is  easily 
imagined.  There  is  a  continual  coming  and  going  of  officials  between 
Brussels  and  Luxembourg,  and  when  the  Assembly  meets  a  whole 
administrative  apparatus  has  to  be  transferred  from  Luxembourg  and 
Brussels  and  set  up  in  Strasbourg  for  perhaps  a  week  or  less.  More  im- 
portant still,  the  choice  of  a  single  seat  would  have  a  considerable 
psychological  impact  on  pubhc  opinion.  In  1959,  although  urged  per- 
sistently by  the  Assembly  to  take  a  final  decision,  the  Foreign  Ministers 
of  the  Six  shelved  the  whole  question  for  three  years,  ostensibly  to  'put 
an  end  to  the  uncertainty  hanging  over  the  Institutions',  but  in  fact 
because  of  their  inabihty  to  reach  an  agreement,  with  both  Belgium 
and  Luxembourg  ready  to  use  a  veto  against  the  loss  from  their  capital 
cities  of  the  Institutions  to  which  they  were  well-requited  'temporary' 
hosts. 

Nor  were  these  the  only  moves  afoot  to  build  up  the  identity  and 
importance  of  the  Community.  In  the  summer  of  1959  plans  were  well 
advanced  for  establishing  diplomatic  representation  in  London  and 
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Washington;  and  a  scheme  for  a  European  Community  flag  was  being 
seriously  considered. 

More  important  by  far,  plans  had  been  drawn  up,  and  in  the  summer 
of  i960  were  on  the  point  of  being  approved,  for  setting  up  a  European 
University,  imder  clause  9,  para.  2  of  the  Euratom  Treaty.  "What  it  was 
planned  to  create  was  a  post-graduate  university,  taking  students  from 
all  the  member  countries  and  from  other  countries  as  well,  to  spend 
two  years  studying  for  a  diploma  in  law,  econoinics,  history,  sociology, 
mathematics  or  appHed  physics.  The  subjects  would  be  taught  from  the 
European  rather  than  the  national  angle,  and  the  University  would 
thus  complement,  not  compete  with,  the  national  universities.  It  was 
thought  of  both  as  having  a  practical  value  in  providing  the  highly 
trained  elite,  thinking  in  European  rather  than  national  terms,  which 
the  Community  will  be  needing,  and  as  a  major  contribution  to  the 
development  of  a  united  Europe  aware  of  itself  as  a  miit.  A  phrase  in  a 
report  on  the  University,  by  Professor  Geiger,  which  the  Assembly 
adopted  in  i960,  expresses  this  feeling  quite  clearly: 

'The  reasons  which  bring  the  European  Communities  to  create  a 
new  University  scarcely  differ,  basically,  from  those  which — at  least 
since  the  Reformation — have  been  at  the  origin  of  most  universities: 
the  promoters  of  a  political  movement  seek  a  sort  of  apotheosis  and 
a  symbol  in  the  foundation  of  an  institution  of  culture  and  research; 
they  hope  thus  for  a  sort  of  spiritual  consohdation  of  their  political 
achievements.' 
Alongside  the  setting  up  of  the  University,  a  major  effort  was  planned 
to  deveslop  university  co-operation  and  student  exchanges,  and  the 
equivalence  of  degrees  and  diplomas,  which  would  enable  a  year  spent 
studying  abroad  to  be  counted  towards  a  degree  in  a  national  univer- 
sity. Specialised  institutes  which  took  a  given  proportion  of  foreign 
students  would  be  classified  as  'European  institutes'. 

Thus  the  trend  which  the  'Europeans'  had  foreseen  seemed  in  the 
early  years  of  the  Common  Market  to  be  well  under  way.  Moreover, 
in  addition  to  these  various  schemes,  the  Foreign  Ministers  of  the  Six 
member  covmtries  started  in  November  1959  holding  regular  quarterly 
meetings,  outside  the  framework  of  the  Communities,  at  which  they 
discussed  the  whole  field  of  foreign  policy.  These  meetings  were 
generally  looked  on  as  being  'a  pohtical  extension  of  tlie  Communi- 
ties', and  M.  Couve  de  Murville,  French  Foreign  Minister,  stated  at  the 
time  'the  solidarity  which  is  emerging  as  a  result  of  the  Common 
Market  leads  the  Governments  almost  automatically  to  concert  their 
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action  in  other  fields,  and  particularly  in  the  field  of  international 
policy'.  Although  the  meetings  certainly  never  went  beyond  a  general 
discussion  and  exchange  of  views  there  was,  as  Signor  Pella  of  Italy  put 
it,  *an  enthusiasm  which  makes  it  possible  to  hope  that  in  the  future 
something  can  be  achieved,  even  beyond  the  wide  but  weU-defmed 
liniits  of  the  Rome  Treaties'. 

Yet  the  disagreement  which  was  soon  to  break  out  between  the 
members  of  the  Common  Market  was  already  latent.  With  General  de 
Gaulle  in  power  in  France  it  was  bound  to  occur  sooner  or  later.  In  the 
appointment  as  Prime  Minister  of  M.  Michel  Debre,  who  as  a  member 
of  the  Common  Assembly  had  been  for  many  years  a  lone  but  coura- 
geous opponent  of  the  ideas  of  supranationahty  and  a  federated  Europe, 
the  'Europeans*  saw  a  confirmation  of  their  fears. 

Yet  the  early  years  of  the  de  GauUe  regime — which  were  the  first 
years  of  the  Common  Market  too — saw  no  obvious  change  in  the 
French  attitude.  De  Gaulle  had  firmly  stated  his  intention  of  carrying 
out  to  the  letter  his  country's  commitments  under  the  Treaties  setting 
up  the  three  economic  Communities:  and  France  did  indeed  loyally 
apply  the  Treaties.  It  was  not  until  the  summer  of  i960  that  a  dis- 
tinctive French  policy  about  the  future  development  of  European  imity 
began  clearly  to  emerge.  The  first  suggestion  of  it  came  in  a  speech  by 
M.  Debre  to  the  French  National  Assembly,  in  which  he  referred  to  the 
possibiHty  of  setting  up,  as  a  first  step  towards  political  unity,  an  inde- 
pendent Pohtical  Secretariat.  Gradually  the  de  GauUe-Debre  scheme 
was  revealed :  the  essence  of  it,  to  quote  M.  Debre  himself,  was  to 
'ensure  by  organised  co-operation  between  governments,  the  legitimate 
and  responsible  authorities  of  the  nations,  a  joint  action  in  certain 
essential  fields'. 

The  contrast  between  the  spirit  of  this  statement  and  that  in  which 
the  Rome  Treaties  had  been  signed  is  clear.  To  the  'Europeans',  the 
future  lies  in  the  gradual  cession  of  sovereignty  to  central,  supra- 
national institutions  paving  the  way  eventually  for  a  federation.  This 
was  the  view  held  by  the  governments  of  the  other  member  countries, 
and  by  leaders  of  political  parties  of  all  tendencies  throughout  the 
Community — as  their  membership  of  Jean  Moimet's  Action  Commit- 
tee for  a  United  States  of  Europe  shows.^ 

De  Gaulle's  attitude,  on  the  other  hand,  caimot  be  better  summed  up 
than  in  his  own  phrase — VEurope  dcs  patries:  the  Europe  of  separate 
sovereign  countries.  In  view  of  the  crucial  importance  his  attitude  has 

^  See  the  next  chapter  for  an  account  of  the  role  of  the  Action  Committee. 
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had  for  the  development  of  European  unity,  it  is  worth  quoting  his 
own  words  as  he  explained  it  at  a  press  conference  in  Paris  in  September 
i960. 

'To  build  Europe,  that  is,  to  unite  it,  is  clearly  something  essential: 
that  is  a  commonplace.  .  .  .  However,  in  such  a  field  as  this  we  must 
proceed  not  according  to  rules  but  according  to  the  reahties  of  the 
situation  .  .  .  the  reahties,  the  pillars  upon  which  we  build,  are  the 
States.  The  States,  which  are  very  different  one  from  another,  which 
each  have  a  soul  and  a  history  and  a  language  of  their  own,  their  own 
values  and  glory  and  ambitions.  .  .  .  The  States  are  the  only  entities 
which  have  the  right  to  give  orders  and  the  power  to  be  obeyed.  To 
imagine  that  something  can  be  built  up  which  can  act  effectively  and 
be  approved  by  the  peoples  outside  or  over  and  above  the  States,  is 
an  illusion.  It  is  true  that  in  the  meanwhile  ...  it  has  been  possible  to 
set  up  certain  more  or  less  extra-  or  supra-national  bodies:  these 
bodies  have  their  value  technically,  but  they  have  not  and  cannot 
have  pohtical  authority,  and  consequent  political  effectiveness.  As 
long  as  nothing  serious  occurs,  they  work,  without  very  much 
difficulty,  but  as  soon  as  some  dramatic  event  occurs,  a  major  prob- 
lem to  be  solved,  then  it  is  seen  that  this  or  that  high  authority  has 
in  fact  no  authority  over  the  various  national  groups,  and  that  only 
the  States  do  have  ...  it  is  natural  that  the  States  of  Europe  should 
have  at  their  disposal  speciaHsed  bodies,  for  the  problems  they  have 
in  common,  to  prepare  and  if  necessary  to  follow  up  their  decisions. 
But  these  decisions  are  theirs  to  take,  and  can  only  be  theirs,  and  they 
can  only  take  them  by  co-operation. 

'If  we  enter  upon  this  course,  then  hnks  will  multiply,  habits  will 
be  formed,  and  with  the  passage  of  time,  little  by  little,  it  is  possible 
that  we  may  come  to  make  some  further  steps  towards  European 
unity  .  .  .  that  is  what  France  is  proposing:  it  is  all  that,  and  nothing 
else.' 

By  the  summer  of  i960  the  practical  implications  of  this  attitude  for 
the  future  of  the  Communities  had  begun  to  make  themselves  felt. 
It  became  clear  that  whilst  France  would  fulfill  her  strict  Treaty 
obhgations,  she  would  systematically  and  unrelentingly  block  any  steps 
designed  to  strengthen  the  prestige  or  authority  of  the  Communities. 
Merger  of  the  Executives  was  opposed ;  the  direct  elections  plan  met 
with  a  blank  French  refusal;  the  proposed  diplomatic  representation 
had  to  be  dropped,  as  did  the  idea  of  a  Community  flag.  Sometimes 
the  volte  face  was  strikingly  sudden :  it  was  at  the  meeting  of  the 
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Euratom  Council  of  Ministers  actually  due  to  take  the  final  decision  on 
the  creation  of  the  European  University  that  the  French  delegate 
suddenly  voiced  a  series  of  major  objections  to  a  project  which  had 
until  then  had  the  full  approval  of  French  experts  and  officials.  The 
most  open  expression  of  French  hostility  to  the  Communities  was  to 
come  at  the  end  of  1961  when  the  French  government  refused  to 
renew  the  mandate  of  M.  Etienne  Hirsch,  the  gifted,  energetic  Presi- 
dent of  the  Euratom  Commission,  who  was  too  ardently  'European' 
for  the  General's  liking,  and  replaced  him  by  M.  Paul  Chatenet,  a 
GauUist,  who  was  prepared  to  run  Euratom  strictly  as  a  technical 
organism  without  pohtical  implications. 

Yet  at  the  same  time  there  was  no  denying  that  de  Gaulle  had  taken 
the  initiative.  The  'Europeans'  had  not  put  forward  any  plans  for  a 
separate  political  organisation — precisely  because  they  felt  that  it  was 
too  early  for  the  kind  of  supranational  political  institution  which  they 
hoped  for.  In  the  autumn  of  i960  de  Gaulle  undertook  an  active 
diplomatic  campaign — which  coincided  with  the  diplomatic  soundings 
about  eventual  British  membership  of  the  Common  Market — to  bring 
the  leaders  of  the  other  countries  round  to  his  propositions.  These  were 
for  regular  meetings  of  the  heads  of  government  and  the  creation  of  an 
inter-governmental  pohtical  secretariat.  Italy  and  the  Benelux  coun- 
tries were  against  the  institutionalisation  of  pohtical  consultations  out- 
side the  framework  of  the  Communities ;  the  German  attitude  was  less 
hostile  because  any  steps  which  could  strengthen  the  pohtical  cohesion 
of  Western  Europe  seemed  precious  to  the  German  Government. 

De  Gaulle's  meetings  with  the  Prime  Ministers  of  the  other  Common 
Market  countries  were  accompanied  by  a  criss-cross  of  consultations 
between  these  countries  themselves  on  the  attitude  they  should  adopt. 
The  French  proposals  put  them  in  a  dilemma.  In  view  of  the  French 
attitude  it  was  clear  that  they  could  no  longer  count  on  economic 
integration  leading  gradually  but  autonomously  towards  political 
integration.  Although  the  basic  concept  behind  de  Gaulle's  notion  of 
unity  was  far  removed  from  theirs,  and  represented  in  effect  a  step 
back  to  the  kind  of  inter-governmental  co-operation  which  they  were 
hoping  to  leave  behind,  they  could  not  adopt  a  wholly  negative  atti- 
tude ;  the  only  possible  attitude  was  to  attempt  to  reach  a  compromise 
which  would  guarantee  the  future  of  the  existing  Communities  and  be 
such  as  to  leave  the  way  open  for  development  along  federahst  hnes  in 
the  future.  It  is  worth  remembering  that  de  Gaulle's  fervent  wish  to 
restore  French  authority  and  prestige  in  the  world  corresponded — 
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though  it  took  a  more  nationahstic  form — with  the  ambitions  of  the 
'Europeans'  for  a  pohtically  united  Europe.  It  was  a  major  achievement 
of  the  'Europeans'  to  have  channelled  de  Gaulle's  ambitions  into  the 
framework  of  the  Six.  Their  task  now  was  to  ensure  that  French 
leadership  did  not  mean  the  end  of  that  Community  as  they  conceived 
it. 

The  final  outcome  of  the  first  round  of  talks  was  a  meeting  held  in 
Paris  in  February  1961.  The  participants  were  de  Gaulle,  Adenauer,  the 
Belgian,  ItaHan  and  Luxembourg  Prime  Ministers,  and  Mr.  Joseph 
Liins,  the  Dutch  Foreign  Minister.  The  latter,  arriving  to  fmd  that  de 
Gaulle  and  Adenauer  had  met  the  previous  day  and  agreed  on  a  text 
which  their  partners  were  expected  to  accept  without  argument,  put  his 
foot  down  and  obstinately  refused  to  sign,  arguing  that  the  smaller 
countries  had  not  been  adequately  consulted,  and  were  faced  with  a 
fait  accompli.  More  important  still,  he  held  that  the  plan  endangered  the 
future  of  the  existing  Institutions,  which  by  their  supranational  charac- 
ter were  the  smaller  countries'  guarantee  against  big  power  domination. 
This  first  clash  accurately  foreshadowed  the  debate  which  was  to  go 
on  throughout  the  succeeding  year.  A  further  period  of  consultations 
was  agreed  on,  and  in  these  the  Dutch  continued  to  remain  more  or  less 
isolated  in  their  opposition  to  the  French  plans. 

When  the  heads  of  the  six  governments  (and  Mr.  Luns)  met  again  it 
was  in  Bad  Godesberg,  near  Bonn,  on  July  i8th,  1961.  There  they 
reached  agreement  on  a  high-sounding  declaration,  stating  their  desire 
to  create  a  'Union  of  European  peoples',  which  would  'give  shape  to 
the  desire  for  pohtical  union,  already  emphasised  in  the  Treaties  institu- 
ting the  European  Communities'.  They  agreed  to  organise  their  co- 
operation 'with  a  view  to  creating  institutions',  and  to  hold  regular 
meetings.  A  commission  of  diplomats  under  the  chairmanship  of  tlie 
French  Ambassador  to  Denmark,  M.  Christian  Fouchet,  was  set  up 
and  instructed  to  present  proposals  for  giving  the  union  of  the  peoples 
of  Europe,  as  soon  as  possible,  'a  statutory  form':  in  other  words,  a 
new  Treaty  was  to  be  drafted. 

A  separate  declaration  dealt  with  cultural  co-operation ;  the  European 
University  was  now  to  be  created,  not  within  the  framework  of  the 
Communities,  but  by  the  Itahan  government  with  the  backing  of  the 
member  countries;  and  conventions  on  other  aspects  of  cultural  co- 
operation were  to  be  drafted. 

The  Fouchet  Commission,  which  met  during  the  autumn  and  winter 
of  196 1,  ran  up  against  the  basic  conflict  about  what  kind  of  Union  it 
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was  the  Six  wanted,  which  had  been  glossed  over  but  not  resolved  at 
Bad  Godesberg.  Moreover  in  the  autumn  the  ranks  of  the  'integra- 
tionists*  were  markedly  strengthened  when  M.  Paul-Henri  Spaak, 
veteran  of  the  Common  Market  negotiations,  and  doughtiest  of  the 
Europeans,  again  became  Belgian  Foreign  Minister.  At  the  early 
meetings  of  the  Commission  all  the  delegations  presented  their  views, 
but  only  the  French  submitted  a  draft  Treaty,  to  be  known  subse- 
quently as  the  Fouchet  Plan,  which  formed  the  basis  for  the  talks.  On 
certain  elements  of  the  future  Union  there  was  a  measure  of  agreement: 
it  would  be  instituted  by  a  new  Treaty,  and  its  major  characteristic 
would  be  regular  meetings  of  the  heads  of  State  or  government;  it 
would  cover  not  only  foreign  policy,  but  also  defence  and  culture. 
About  many  important  aspects,  however,  there  was  disagreement — 
for  instance,  should  the  voting  always  be  unanimous  ?  What  role  should 
the  Assembly  play  in  the  new  set-up?  Should  there  be  a  pohtical 
secretariat?  How  should  the  new  institutions  be  hnked  with  those  of  the 
existing  Communities  ?  On  some  points  the  French  made  concessions, 
and  before  Christmas  agreement  seemed  in  sight.  Then,  in  the  new 
year,  all  the  concessions  were  withdrawn,  and  a  new  text  presented, 
taking  no  account  at  all  of  the  views  which  the  Assembly  had  expressed 
in  December  in  a  constructive  and  conciliatory  resolution,  voted  al- 
most unanimously,  and  intended  to  indicate  the  minimum  the  'Euro- 
peans' could  accept. 

The  result  of  this  move  was  to  crystallise  the  divergences.  France's 
five  partners  agreed  on  an  alternative  text,  taking  the  Assembly's  views 
into  account.  Further  work  then  reduced  the  main  differences  to  three. 
Distrustful  of  de  Gaulle's  desire  to  act  independently  of  the  Atlantic 
Alhance,  the  Dutch  insisted  on  the  inclusion  of  a  clause  stating  that  the 
Six's  co-operation  on  defence  should  take  place  in  the  framework  of 
NATO.  Secondly,  all  the  other  Five  wanted  a  clause  stating  in  detail 
the  aims  of  the  Union  and  specifically  guaranteeing  the  existing  Insti- 
tutions. Lastly,  most  important  of  all,  since  they  were  to  accept  some- 
thing involving  no  real  supranational  elements,  the  Five  wanted  a 
specific  commitment  that  when  the  Treaty  was  revised  after  three 
years  there  should  be  positive  moves  to  give  the  Union  a  federal  shape. 
This  above  all  the  French  would  not  accept.  In  the  background  to  the 
discussion  was  the  Dutch  insistence  that  since  Britain  was  to  join  the 
Communities  she  should  also  join  the  pohtical  Union. 

A  Foreign  Ministers'  meeting  in  Luxembourg  in  March  1962 
brought  no  agreement.  There  were  then  talks  between  de  Gaulle  and 
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the  Italian  Prime  Minister  Fanfani,  and  between  the  latter  and  Chan- 
cellor Adenauer,  in  hopes  of  compromise.  A  further  meeting  in  Paris 
on  April  17th  yielded  a  compromise  on  the  first  two  points,  but  dead- 
lock on  the  third — the  revision  commitment — upon  which  all  the  Five 
were  adamant.  It  was  at  the  WEU  Council  meeting  in  London  a  week 
earlier  that  Mr.  Heath  had  stated  the  British  desire  to  take  part  in  the 
talks  and  now  both  M.  Spaak  and  Mr.  Luns  called  for  British  participa- 
tion in  any  future  talks.  Since  progress  along  the  lines  they  wanted  was 
in  any  case  blocked  by  French  intransigence,  they  preferred  to  hold 
open  the  door  for  Britain,  although  British  government  thinking  was 
known  to  be  more  in  Hne  with  that  of  de  Gaulle  than  with  their  own: 
for  in  the  British  presence  they  saw  a  safeguard  for  the  interests  of  the 
smaller  countries  against  French  desires  to  dominate  the  Community. 
Mr.  Luns,  at  least,  hoped,  as  he  told  the  Dutch  Senate,  that  Britain  once 
in  the  Community  would  come  round  to  the  idea  of  moving  towards 
supranational  political  integration.  (Nor  is  it  lost  upon  the  'Europeans' 
that  the  accession  of  three  or  four  new  countries  will  be  bovmd  to 
increase  the  power  of  the  Commission,  and  its  influence  and  prestige 
in  relation  to  individual  member  countries). 

Thus  a  first  long  phase  had  come  to  a  fruidess  end,  leaving  a  question 
mark  still  hanging  over  the  future  poUtical  co-operation  and  eventual 
poHtical  unity  amongst  the  member  countries  of  the  Common  Market. 
Whilst  the  wishes  of  the  Five  are  clear,  there  are  now  two  unknowns. 
First,  what  attitude  might  a  future  French  govermnent  adopt?  The 
latest  indications  are  that  the  supporters  of  integration  are  numerous 
even  in  the  present  National  Assembly  in  Paris.  I  should  go  so  far  as  to 
prophecy  that  the  whole  episode  of  de  Gaulle's  resistance  to  integration 
may  one  day  be  looked  back  on  as  the  last  serious  manifestation  of  the 
obsolescent  notion  of  the  sovereign  nation  State — at  least  in  Western 
Europe.  Surely  post-Suez  Britain  will  not  be  joining  the  Communities 
in  order  to  shape  them  along  the  lines  wanted  by  de  Gaulle  ? 

The  second  unknown  is  indeed  the  direction  in  which  Britain  and 
other  new  members  will  cast  their  influence.  At  the  time  of  writing 
the  two  questions — political  unity  and  British  membership — seem, 
thanks  to  the  ambitions  of  de  Gaulle,  to  be  more  and  more  closely 
linked.  By  the  time  this  book  appears  it  may  be  clear  how  far  if  at  all 
the  General  has  tried  to  use  his  veto  on  British  entry  to  win  support  in 
the  dispute  over  the  shape  of  future  pohtical  co-operation. 

One  point  is  worth  making  however.  Time  is  undoubtedly  on  the 
side  of  the  'integrationists'.  The  steady  and  irreversible  progress  of 
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economic  integration  will  go  on  linking  the  destinies  of  the  member 
countries  more  and  more  closely.  Common  poHcies  in  such  vital 
economic  spheres  as  foreign  trade,  transport  and  above  all  agriculture 
cannot  fail  to  make  co-ordination  necessary  throughout  the  economy 
— and  even  probably  some  form  of  flexible  planning  at  the  European 
level.  The  decisions  involved,  as  General  de  Gaulle  himself  has  recog- 
nised, are  essentially  pohtical  ones.  Thus,  w^hatever  institutional  forms 
of  pohtical  unity  are  or  are  not  worked  out,  there  will  be  a  spill-over 
from  the  economic  into  the  poHtical  sphere.  Were  the  French  position 
to  change,  and  not  to  be  replaced  by  an  equally  rigid  position  on  the 
part  of  another  member,  some  of  the  measures  planned  by  the  'Euro- 
peans' might  be  expected  to  be  apphed,  in  particular  direct  elections  or 
a  merger  of  the  Executives,  and  this  would  hasten  the  process. 

Whatever  the  form  of  political  co-operation  adopted — and  some 
form  at  least  seems  hkely  before  very  long — the  pressure  of  events 
would  tend  to  make  it  develop  along  federaHst  lines :  and  the  weight 
which  any  pohtical  union  of  the  enlarged  Community  would  carry  in 
world  affairs  might  reasonably  be  expected  to  convince  doubting 
partners  of  its  value  and  of  the  need  to  reinforce  and  develop  it. 
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Our  DISSECTION  of  the  Community  of  the  Six  is  now  ahnost  com- 
plete: we  have  looked  at  its  institutional  skeleton,  its  commercial  and 
industrial  flesh  and  blood,  and  its  economic  and  pohtical  habits  and 
behaviour.  What  we  have  so  far  failed  to  locate  is  its  soul.  Yet  beyond 
any  shadow  of  doubt  it  is  more  than  just  an  advantageous  economic 
arrangement,  more  even  than  a  realistic  political  adaptation  to  the 
changing  scale  and  balance  of  power  in  the  modem  world.  It  would  be 
a  mistake  for  any  country  to  enter  the  Community  without  reaHsing 
the  idealism  which  contributed  to  its  creation  and  which  continues  to 
underly  it — and  which  is  not  confined  to  those  who  are  closely  associa- 
ted with  the  process  of  integration  itself,  but  is  shared  by  people  in  all 
walks  of  life  throughout  the  Six  member  countries.  My  picture  of  the 
Community  would  not  be  complete  without  an  attempt  to  convey  the 
scope  and  importance  of  this  undercurrent  of  beHef  in  the  intrinsic 
value  of  a  united  Europe  which  seems  very  largely  to  have  passed  our 
island  by. 

To  appreciate  its  significance  one  has  only  to  reahse  that  'the  Euro- 
pean idea' — la  construction  europeenne — has  always  been  taken  perfectly 
seriously,  since  the  last  war,  in  the  member  countries.  The  men  who 
have  propagated  it,  like  those  who  have  now  begim  to  give  it  practical 
shape,  have  been  idealists  but  never  cranks,  far-sighted  optimists  but 
never  mere  dreamers.  The  leaders  and  members  of  the  various  move- 
ments for  European  unity  which  sprang  up  after  the  war — the  Euro- 
pean Movement  itself,  or  the  Nonvelles  Equipes  Internationales  of  the 
Christian  Democrats,  to  take  only  two  examples — were  in  many  cases 
active  politicians,  resistance  fighters,  influential  and  responsible  people 
of  all  shades  of  pohtical  opinion  who  saw  in  the  destruction  of  the  old 
order  on  the  Continent  a  chance  to  create  a  new  framework,  to  re- 
discover the  spiritual  unity  of  Europe  and  remove  out-dated  barriers; 
they  were  convinced  that  it  was  only  by  uniting  that  Europe  could 
defend  her  values  and  her  way  of  hfe,  threatened  by  the  ideological 
conflict,  and  at  the  same  time  make  her  rightful  contribution  to  the 
post-war  world. 
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Here  perhaps  there  is  a  clue  to  the  strength  of  the  appeal  which  the 
idea  of  unity  has  had  on  the  Continent:  despite  the  violent  and  destruc- 
tive nationahsms  of  the  nineteenth  and  twentieth  centuries,  the 
memory,  or  rather  the  awareness,  of  Europe  as  one  spiritual  and  in- 
tellectual whole  is  still  a  very  real  one.  Whilst  the  English  stayed  safely 
looking  on  from  behind  the  Channel,  which  served  them  only  too 
successfully  in  the  office  of  a  moat,  many  of  the  ancestors  of  the  Com- 
mon Market's  present  inhabitants  were  fellow-citizens  of  the  Holy 
Roman  Empire,  or  more  recently  were  wiUing  or  unwilling  fellow- 
subjects  of  Napoleon.  The  Channel  remained,  but  frontiers  in  Europe 
moved  this  way  and  that:  numerous  are  the  areas  which  even  in  recent 
times  have  changed  their  official  nationality,  if  not  always  their  allegi- 
ance, and  sometimes  have  changed  back  again  within  the  space  of  a 
hfetime.  Of  the  six  member  States,  only  France  and  the  Netherlands 
date  back  as  independent  sovereign  States  for  more  than  130  years — 
and  even  then  their  boundaries  have  not  remained  unchanged. 

Not  that  such  feelings  are  consciously  behind  the  spread  of  the 
European  ideal.  Far  more  immediately  responsible  is  the  deeply-felt 
disgust  v^dth  modem  war,  and  with  the  ugliness  and  suffering  which 
only  the  occupied  or  the  defeated  can  really  know  (all  the  Six  were  one 
or  the  other),  and  which  we  in  Britain  (and  a  fortiori  the  neutrals)  can 
never  fully  appreciate. 

At  all  events  the  European  idea  took  root  and  flourished  after  the 
war  in  this  group  of  countries.  True,  the  poHtical  parties,  to  the  dis- 
appointment of  the  ideahsts,  returned  more  or  less  to  their  pre-war 
patterns  and  habits ;  the  institutions  of  the  nation  State  rose  again.  Yet 
the  idea  of  European  unity  did  not  wither  as  a  result:  it  was  not  aban- 
doned either  by  individuals  or  by  parties.  Nor  was  it  an  ideal  to  which 
they  paid  merely  hp-service :  in  many  cases  it  was  one  of  the  practical 
planks  in  their  pohcy,  and  the  parties  which  advocated  it  had  the  back- 
ing, for  the  general  emotional  and  psychological  reasons  to  which  I 
have  referred,  of  a  large  proportion  of  the  electorates.  How  else  could 
the  ECSC  Treaty  have  passed  the  national  parHaments,  the  European 
Defence  Community  Treaty  have  been  sunk  only  by  the  imholy 
aUiance  of  the  Communists  and  the  nationahst  extremists  in  the  French 
National  Assembly,  the  Rome  Treaties,  with  all  that  they  imply,  have 
been  ratified  by  sweeping  majorities?  To  look  at  it  from  another  angle, 
if  successive  British  governments  held  cautiously  aloof  from  the  doings 
of  the  Six  it  was  basically  because  there  was  no  corresponding  move- 
ment of  pubhc  opinion  in  Britain  attached  to  these  ideals. 
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Considering  how  the  European  idea  flourished  whilst  it  was  no  more 
than  an  expression  of  unreaUsed  aspirations,  it  was  only  to  be  expected 
that  it  would  widen  and  deepen  its  hold  once  it  began  to  assume 
practical  shape.  The  organisation  and  working  of  the  Conmiimities,  it 
is  true,  are  in  most  cases  too  technical  and  too  remote  to  fire  the  en- 
thusiasm of  the  man-in-the-street.  As  Professor  HaUstein  told  the 
European  Parhament,  at  the  ceremony  held  in  April  1962  to  mark  the 
fifth  anniversary  of  the  signing  of  the  Treaties  of  Rome: 

'The  European  Community  has  no  emblems,  it  has  no  flag,  no 
anthem,  holds  no  parades  and  has  no  sovereign.  It  has  no  instruments 
of  integration  which  appeal  to  the  senses,  to  the  eye  or  to  the  ear. 

'That  is  in  keeping  with  the  style  of  our  Community,  a  style  of 
reahsm,  of  hard  prosaic  work,  which  even  leads  to  our  being  taxed 
with  being  a  technocracy.  The  ground  on  which  we  work  is  com- 
mon sense  rather  than  emotion,  our  strength  reasoned  conviction 
rather  than  myths,  our  tactic  discussion  rather  than  the  sway  of 
passion.' 
Moreover,  as  we  saw  in  a  previous  chapter,  the  average  citizen  has  been 
little  touched  in  his  daily  hfe  by  the  Common  Market's  practical  efiects. 
Yet  in  those  five  years  since  the  Treaties  were  signed,  the  Common 
Market  has  nevertheless  found  its  way — however  vague  its  image  may 
still  be — into  the  pubUc  mind.  It  is  stiU  seldom  enough  that  it  hits  the 
headlines,  but  on  the  other  hand  it  is  years  now  since  even  in  the  popu- 
lar press  'MEC,  'Euromarkt'  or  'EWG'  had  to  be  spelt  out  to  Itahan, 
Dutch  or  German  readers.  The  Common  Market  has  become  one  of 
the  accepted  facts  of  the  pohtical  and  economic  scene — no  more  ex- 
citing, or  interesting,  or  comprehensible  than  other  elements,  but  no 
less  so.  And  occasionally,  all  the  same,  it  does  hit  the  headlines.  Few 
things  did  more  to  catch  the  pubhc  imagination  than  the  story  of  the 
marathon  negotiations  on  the  common  agricultural  pohcy,  with  over 
a  dozen  ministers  sitting  late  into  the  night,  the  fiction  of  prolonging 
1961  until  a  decision  was  reached,  the  news  of  a  Secretary  of  State  for 
Economic  Affairs  collapsing  from  sheer  physical  and  nervous  exhaus- 
tion, and  being  carried  from  the  conference  chamber,  and  decisions 
affecting  the  price  of  food  throughout  the  Coimnunity  for  years  to 
come  being  taken  at  five  o'clock  on  a  Simday  morning  in  January.  It 
is  rarely  enough  that  national  affairs  are  setded  in  such  a  dramatic 
manner. 

I  mentioned  in  an  earher  chapter  that  the  implementation  of  the 
economic  dispositions  impinges  on  an  ever-v^dening  circle  of  citizens 
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in  the  course  of  their  daily  work:  businessmen  seeking  to  increase 
exports  find  customs  barriers  are  falHng  before  them  at  the  blast  of  the 
EEC  Council's  trumpet;  garage-owners  find  they  can  sell  more  Volks- 
wagens in  France  or  Fiats  in  Germany;  and  greengrocers  can  offer 
their  customers  cheaper  Itahan  fruit  and  vegetables.  We  saw  how  in- 
dustrialists in  every  branch  of  the  economy,  and  trade  unionists  too, 
have  sought  out  their  opposite  numbers  in  other  member  countries  to 
negotiate  agreements  or  to  plan  joint  action  in  defence  of  their  mutual 
interests.  It  would  be  wrong  to  suppose  that  those  who  thus  react  to  the 
practical  pressure  resulting  from  the  Treaty  are  unaware  of  its  wider 
significance.  Most  of  them  see  beyond  the  immediate  advantages — 
bigger  markets,  greater  stability,  rising  living  standards — and  reahse 
that  integration  will  also  mean  improved  understanding,  or  a  stronger 
bulwark  against  Communism  (whichever  they  find  more  important). 
For  a  combination  of  reasons,  at  aU  events,  the  trade,  industrial  and 
above  all  the  trade  union  organisations  at  the  Community  level  are 
almost  invariably  staunchly  'European'.  Both  major  trade  union 
organisations,  for  example,  regularly  adopt  resolutions  deahng  not  just 
with  economic  or  social  affairs  but  also  with  the  problems  of  integra- 
tion in  general.  The  follovdng  passage^  is  not  at  all  untypical:  'It  is  not 
only  the  fact,  in  itself  very  important,  of  wanting  to  obtain  economic 
and  social  advantages  which  caused  the  Trade  Unions  to  rally  to  the 
European  idea,  but  also  the  fact  that  they  recognised  the  pohtical  aspect 
of  that  idea;  and  it  is  that  which  has  brought  them  to  associate  them- 
selves with  it  with  such  conviction.' 

I  suggested  above  that  the  pohtical  parties  are  generally  'European' 
in  their  outlook.  There  is  no  single  organisation  in  the  Community 
more  significant  of  the  existence  of  a  genuine  and  wide-spread  com- 
mitment to  European  unity  than  the  Action  Committee  for  the  United 
States  of  Europe.  In  1955  Jean  Monnet,  the  eminence  grise  of  the  move- 
ment for  European  unity,  who  had  conceived  and  helped  to  plan  the 
coal  and  steel  pool,  resigned  from  his  post  as  President  of  the  High 
Authority,  disillusioned  by  its  inabihty  to  play  a  genuinely  supra- 
national role  in  the  face  of  the  attitude  of  the  Governments.  He  pro- 
ceeded to  devote  all  his  energies  to  working  once  more  behind  the 
scenes  for  the  further  development  of  European  unity,  and  played  his 
part  in  creating  the  Common  Market.  Immediately  it  was  set  up  he 
began  thinking  about  the  next  step,  and  in  1959  he  founded  the  Action 

*  From  a  report  to  the  General  Assembly  of  the  Free  Trade  Unions  of  the  Six 
member  States  of  the  Community  held  in  Brussels  January  ioth-i2th,  1962. 
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Committee,  a  purely  unofficial  body  including  the  leaders  of  all  the 
major  non-extremist  political  parties  and  of  the  non-Communist  trade 
union  organisations  from  each  of  the  countries  of  the  Communities. 
Its  resolutions,  based  on  research  done  by  Monnet  and  his  staff,  reflect 
the  views  of  the  leading  'Europeans'  and — at  least  until  the  period  of 
French  obstruction — were  a  reliable  guide  to  what  was  hkely  to  be 
achieved  in  practice  in  the  not-too-distant  future. 

Apart  from  the  politicians,  and  apart  even  from  those  who  have  a 
direct  interest  in  the  workings  of  the  Common  Market,  a  large  number 
of  organisations  at  the  national  and  the  Community  level  have  ex- 
pressed their  views  on  European  unity — it  has  become  a  topic  on  which 
every  group  seems  to  want  to  make  its  position  clear;  almost  inevit- 
ably, these  declarations  are  in  'federahst'  or  'integrationist'  terms. 
Another  index  of  public  interest  is  the  ever-increasing  flow  of  groups, 
above  all  from  youth  organisations  of  every  kind,  which-  visit  the 
Institutions  to  learn  how  they  work  and  what  they  do.  The  Common 
Market  and  its  effects  are  becoming  increasingly  important  subjects  of 
university  studies.  Yet,  rather  surprisingly,  little  has  been  done  to  lay 
the  foundations  for  European  unity  in  the  schools  and  imiversities, 
either  by  bringing  courses  into  line  or  by  active  teaching  in  the  schools.^ 
Moreover,  as  we  saw,  equivalence  of  degrees  and  other  qualifications 
remains  for  the  moment  at  the  planning  stage. 

The  conclusion  which  I  think  can  be  safely  drawn  from  all  this  is  that 
the  European  Communities  are  not  just  the  creations  of  the  pohticians 
or  the  economists,  who  may  have  put  up  the  outward  framework,  but 
could  build  on  sound  foundations  of  pubhc  support — not  just  apathetic 
acquiescence  but  a  positive  desire  for  and  interest  in  unity.  This  is 
certainly  not  to  suggest  that  there  was  no  opposition  to  the  whole  idea 
of  unity,  or  that  there  is  no  disagreement  or  criticism.  With  of  course 
the  vital  exception  of  the  attitude  of  de  Gaulle — which  as  I  have 
suggested  is  a  minority  one  in  the  Community  and  almost  certainly  in 
France  also'' — the  criticism  is  aimed  rather  at  the  speed  at  which  shared 

*  At  the  post-graduate  level  the  proposed  European  University  was  fore- 
shadowed by  the  College  of  Europe  in  Bruges,  and  other  institutions  in  Turin, 
Nancy  and  elsewhere  with  a  specifically  'European'  course,  but  the  scale  of  their 
activity  is  very  hmited;  nor  are  they  specifically  limited  to  the  Community. 

*  The  resignation  of  M.  Pfimlin  and  four  other  M.R.P.  Ministers  from  the 
Pompidou  Cabinet  in  May  1962  in  protest  against  de  Gaulle's  re-affirmation  at  a 
press  conference  of  his  views  on  unification,  and  his  shghting  remarks  about  the 
Communities,  reveals  the  strength  of  feeling  about  Europe  in  French  poUtical 
circles. 
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goals  are  being  reached,  or  the  fairness  to  one  or  other  group  of  the 
methods  being  used.  To  a  very  marked  extent  the  opposition  which 
existed  at  the  time  the  Treaty  was  drafted  and  signed  has  faded  quietly 
away  now  that  the  Common  Market  is  a.  fait  accompli.  Much  of  it  came 
from  economic  interest  groups  which  have  now  changed  over  to 
pursuing  their  ends  by  pressure  group  activities  within  the  framework 
of  the  Communities. 

A  shghtly  different  case,  and  one  perhaps  not  without  its  special 
significance  in  the  context  of  the  present  study,  is  that  of  the  German 
Sociahst  Party,  which  was  distinctly  anti-European,  and  even  voted 
against  the  ratification  of  the  ECSC  Treaty,  but  which  after  working 
with  the  other  Socialist  parties  in  the  Common  Assembly  was  con- 
verted— to  such  an  extent  that  the  leader  of  the  militantly  pro-European 
Socialist  Group  in  the  European  Parliament  is  now  a  German  Socialist, 
Herr  Birkelbach. 

No  referendum  has  ever  been  held  about  European  unity,  but  an 
interesting  side-Hght  on  pubHc  attitudes  has  been  provided  firom  time 
to  time  by  the  mihtant  vdng  of  the  European  Movement^  which 
favours  direct  elections  for  a  Constituent  Assembly,  and  the  sudden  and 
revolutionary  replacement  of  the  national  governments  by  a  federal 
authority.  On  a  number  of  occasions  this  movement  has  held  'mock 
elections'  in  a  number  of  European  cities — and  without  official  backing, 
campaign  machinery  or  great  pubHcity  has  succeeded  in  persuading 
people  to  turn  out  in  strikingly  large  numbers  to  express  their  support 
for  unity. 

Here  I  must  make  two  provisos.  It  should  not  be  concluded  that 
everyone  in  the  Six  countries  is  a  'convinced  European'  in  any  active 
sense:  there  are  more  than  i6o  million  people  in  EEC,  and  though 
probably  by  now  almost  all  of  them  have  heard  of  the  Common 
Market  very  many  doubtless  still  have  very  Httle  idea  about  how  it 
works  and  many  still  distrust  it.  Nor  should  it  be  assumed  that  the 
unity  of  'Httle  Europe'  is  already  virtually  achieved.  The  High  Autho- 
rity and  the  Commissions  continue  to  run  up  against  the  entrenched 
conservatism  of  one  or  other  national  civil  service;  pressure  groups 
seek  to  shape  the  poHcies  of  the  Communities;  and  each  government 
has  points  about  which  it  will  make  concessions  only  with  the  greatest 
reluctance  (the  French  over  social  services  or  the  former  colonies,  the 
Dutch  over  transport,  the  Germans  over  coal,  and  so  on).  The  national 

^  In  1961  this  movement  under  Sig.  Spinelli  split  from  the  more  moderate 
European  Federalist  Movement. 
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governments  are  tenacious  of  their  power  and  prerogatives.  Moreover, 
it  should  not  be  concluded  that  the  traditional  hatreds  and  enmities  of 
Europe  have  been  obhterated,  or  that  they  will  be  obhterated  tomor- 
row. The  average  Frenchman  has  not  lost,  for  example,  his  suspicion 
of  the  German,  his  traditional  enemy.  Psychologically,  Europe  caimot 
be  made  overnight.  Old  doubts  and  suspicions  remain;  a  new  crisis 
could  bring  them  once  more  to  the  surface.  The  making  of  Europe 
proceeds  against  great  obstacles — the  obstacles  of  conservatism,  of 
chauvinism,  of  inertia,  of  a  legacy  of  hatred  and  distrust.  And  yet 
astonishingly  it  moves  forward.  The  balancing-out  of  interests  in- 
creasingly takes  place  within  the  framework  of  accepted  common 
goals.  Despite  the  disputes  over  the  form  of  pohtical  unity,  the  move 
to  the  second  stage  has  had  a  profound  psychological  effect.  Any 
doubts  which  may  have  hngered  during  the  first  four  years  are  gone : 
the  problems  the  Community  still  has  to  face  are  no  less,  and  may  even 
be  more  difficult  than  any  encountered  so  far,  but  few  can  doubt  that 
they  wiU  be  solved.^ 

All  that  I  have  set  out  to  convey  here  is  that  the  idea  of  European 
unity  as  a  vahd  ideal  to  be  striven  for  has  a  far  more  serious  and  respect- 
able tradition  behind  it  than  it  has  in  Britain.  (The  very  fact  that  there 
is  no  need  inside  the  Community  for  those  tiresome  inverted  commas 
around  the  'Europeans'  is  significant.)  The  years  since  1957  have  given 
the  peoples  of  the  Six  coimtries  a  considerable  grounding  in  the  process 
of  adding  a  new  pohtical  and  psychological  dimension  over  and  above 
the  nation  (but  not  instead  of  it)  to  their  view  of  the  world.  That 
process  rnay  not  have  gone  very  far,  but  it  has  deep  roots; 
and  it  is  one  which  the  peoples  of  new  member  countries  will 
find  themselves  undergoing — and  which  they  must  undergo  if  the 
Community  is  to  be  successfully  welded  into  one. 

For  some  time  yet  the  economic  and  institutional  framework  which 
sustains  the  predominance  of  the  national  outlook  will  remain  intact : 
but  the  'Europeans'  are  at  work  skilfully  and  with  little  fuss,  hke 
beavers.  Some  barriers — like  customs  duties,  or  restrictions  on  estabhsh- 
ment — will  soon  topple  altogether,  and  others  are  being  undermined: 
more  important  still,  the  foundations  of  a  new  edifice  are  being  laid. 
On  January  ist,  1967,  there  should  be  no  more  customs  duties  on  trade 
between  six,  seven,  eight  ...  or  more  countries  of  Western  Europe.  If 

*  There  is  a  distinct  fear,  however,  in  some  quarters  that  the  admission  of  new 
members  who  have  not  lived  through  tliis  first  tough  preparatory  stage  will 
weaken  or  'dilute'  the  Community. 
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not  tomorrow  then  the  day  after  a  Treaty  of  Political  Union  will  be 
signed,  and  the  press  will  report  on  talks  about  'the  Community's 
foreign  policy';  if  not  tomorrow  then  the  day  after  millions  of  citizens 
will  go  to  the  polls  to  elect  their  representatives  to  the  European 
Parhament;  and  before  many  years  have  passed  the  first  students  of  the 
European  University  will  be  receiving  their  post-graduate  diplomas. 
None  of  this  is  in  the  Treaty  of  Rome:  but  nor  is  it  the  mere  fantasy  of 
a  few  pro-European  cranks.  These  are  things  which  pohticians  and 
businessmen,  trade  unionists,  university  professors  and  taxi-drivers  are 
prepared  to  accept  as  a  practical  goal;  for  they  will  mean  that  the 
Europe  towards  which  the  Common  Market  is  a  first  step  is  well  on  the 
way  to  being  achieved. 

I  doubt  whether  any  major  long-term  undertaking  of  a  human 
society  can  genuinely  succeed  unless  it  reflects  and  embodies  basic 
wishes  of  the  peoples  involved.  There  are  two  powerful  feelings  com- 
mon to  present-day  Europeans:  one  is  impatience  with  the  divisions 
between  them  which  have  brought  nothing  but  waste  and  suffering 
and  evil;  and  the  other  is  a  vague  but  powerful  desire  for  Europe  to 
have  a  position  at  least  of  respected  equality  in  a  world  which  has 
adopted  the  material  aspects  of  Europe's  civilisation  and  has  been 
partly  shaped  by  her  culture.  It  is  these  feehngs  that  the  idea  of  a  united 
Europe  promises  to  satisfy,  and  perhaps  we  British — who  certainly 
share  those  same  feelings — are  now  in  our  undemonstrative  way 
coming  to  realise  it. 
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Problems  of  Adjustment 


E.F.T.A.    AND   AGRICULTURE 

Such,  THEN,  is  the  Community  to  which  Britain  is  seeking  admission. 
Clearly,  British  membership  poses  greater  problems  of  adjustment  than 
any  it  has  had  to  solve  so  far.  At  this  stage,  it  would  be  folly  to  predict 
in  detail  what  solutions  will  be  found  for  the  three  major  issues  in  the 
current  negotiations — namely  agriculture,  the  EFTA  and  the  Com- 
monwealth. But  it  is  perhaps  worth  while  indicating  the  general  hnes 
along  which  solutions  must  be  found  if  the  negotiations  for  Britain's 
entry  are  to  succeed. 

In  principle,  *Efta'  need  not  present  any  serious  problem.  Under  the 
London  Agreement  of  May  196 1,  Britain  is  committed  to  'fuU  con- 
sultation' with  her  EFTA  colleagues  on  the  progress  of  her  negotiations 
with  the  Six,  and  the  following  month  the  EFTA  ministers  agreed  that 
the  organisation  must  stay  in  being  until  satisfactory  arrangements  had 
been  made  for  all  members,  'thus  enabhng  them  to  participate  from 
the  same  date  in  an  integrated  European  market'.  The  exact  imphca- 
tions  of  this  pledge  for  Britain  are  far  from  clear,  nor  is  it  easy  to  assess 
how  closely  the  Seven  wiU  in  fact  be  able  to  stick  together  in  the 
negotiations  over  their  future.  Two  of  them,  Denmark  and  Norway, 
have  decided  to  seek  fuU  membership  of  the  Common  Market  with 
Britain.  Portugal  presents  a  more  difficult  problem.  Economically  the 
appropriate  solution  would  be  the  sort  of  associate  status  accorded  to 
Greece,  leading  eventually  to  fuU  membership.  But  the  Six  may  well 
have  political  reservations  on  Portuguese  membership  under  the 
Salazar  regime.  The  other  *Efta'  countries  are  unhkely  to  stay  out  of 
Europe  for  Portugal. 

Associate  membership  would  be  the  best  solution  too,  one  would 
think,  for  Eire,  which  has  also  expressed  willingness  to  join,  though 
she  is  not  a  member  of  the  EFTA.  On  the  other  hand,  there  is  quite  a 
chance  that  Eire  may  get  fuU  membership.  Austria  and  Finland  are 
debarred  from  full  membership  of  the  Common  Market,  for  pohtical 
reasons.  Finland  dare  not  offend  Russia,  while  Austria  is  bound  by 
treaty  to  remain  neutral  as  between  East  and  West.  The  best  solution 
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therefore  would  be  for  these  two  countries  to  become  EEC  associates, 
sharing  the  economic  rights  and  obHgations  of  the  Common  Market 
members,  but  not  the  poHtical  ones.^  Clearly  they  would  be  debarred 
from  taking  part  in  pohcy-making,  and  as  the  Community  tightened 
its  political  hnks  and  moved  nearer  to  a  United  States  of  Europe,  they 
would  increasingly  be  left  out  in  the  cold — failing  a  general  easing  in 
world  tension,  which  would  allow  them  to  seek  full  membership.  To 
offset  this,  the  Community  should  assume  an  exphcit  responsibihty  for 
seeing  that  the  integration  of  Western  Europe  does  not  involve  any 
weakening  in  the  economic  conditions  of  these  two  countries. 

Austria  and  Finland  are  neutrals  by  necessity.  Sweden  and  Switzer- 
land are  neutrals  by  choice.  They  too  would  clearly  like  associate 
status  with  the  Common  Market  on  the  same  lines;  but  they  may  have 
difficulty  in  persuading  the  Six  to  let  them  have  it.  The  U.S.A.  has 
made  it  clear  that  she  will  oppose  what  she  would  regard  as  favouritism 
to  two  countries  which  have  done  nothing  to  incur  the  special  loyalty 
of  the  West.  Why,  argue  the  Americans,  should  the  Swedes  and  Swiss 
have  preferential  treatment  to  them  in  the  Common  Market,  if  they 
are  not  wiUing  to  pay  the  price  of  membership  which  they  could  so 
easily  do  ?  Swiss  neutraUty  made  sense  when  it  was  neutrahty  between 
France  and  Germany;  it  makes  no  sense  today,  when  France  and  Ger- 
many are  on  the  same  side.  The  Swedes  justify  their  neutrahty  by 
arguing  that  without  it  Finland  would  be  dangerously  isolated  and  m 
danger  of  absorption  by  Russia.  If  satisfactory  arrangements  can  be 
made  by  the  Communit)'^  for  Finland,  this  justification  for  Swedish 
neutrahty  will  go. 

French  voices  have  also  been  raised  to  say  that  one  must  either  be  in 
the  club  or  outside  it — unless  one  can  plead  special  circumstances.  If 
associate  membership  is  made  too  easy,  why  should  anybody  be  wilhng 
to  pay  the  price  of  full  membership — and  how  then  can  the  club  hold 
together?  And  in  any  case,  it  is  argued,  the  economic  obstacles  to  entry 
for  the  Swedes  and  Swiss  are  far  less  than  for  the  British. 

There  is  much  in  these  arguments,  and  it  would  certainly  be  tragic 
if  Britain's  entry  were  to  be  blocked  by  Swiss  or  Swedish  stubbornness. 
Nevertheless,  there  is  the  awkward  fact  that  Britain  is  committed  to 
seeing  that  satisfactory  provisions  are  made  for  her  'Efta'  colleagues 

^  The  exact  form  of  the  agreement  would  depend  essentially  on  the  Russian 
attitude.  If  Russia  refuses  to  be  discriminated  against,  it  may  be  necessary  to  go 
back  to  the  free  trade  area  formula  and  the  use  of  certificates  of  origin  to  prevent 
Soviet  goods  entering  tlic  Common  Market  via  Austria  and  Finland  duty-free. 
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before  joining  the  Six.  And  there  is  much  to  be  said,  too,  for  not  letting 
the  Common  Market  become  absorbed  into  the  cold  war.  The  Association 
with  it  of  countries  like  Sweden  and  Switzerland,  who  are  not  NATO 
members,  would  help  to  prevent  the  line  rigidifying,  and  it  would  be  a 
pity  for  these  countries  therefore  to  be  dragooned  under  threats  of 
economic  pressure  into  a  West  European  mihtary  bloc  against  their  will. 

The  answer  surely  is  to  allow  for  a  breathing-space  in  which  Sweden 
and  Switzerland  can  decide  freely  where  their  future  Hes,  and  in  which 
the  full  members  of  the  EEC  can  decide  how  strictly  to  apply  the  rules 
of  membership  in  their  case.  This  can  best  be  done  by  giving  them 
associate  membership  on  a  probationary  basis  for  a  strictly  Hmited 
period,  after  which  the  issue  must  be  considered  afresh.  My  own  guess 
is  that  eventually  both  countries  will  in  fact  opt  for  full  membership, 
but  it  would  be  wrong  to  try  to  force  them  into  it  prematurely. 

The  problems  presented  by  British  agriculture  hardly  look  insuper- 
able. Plainly,  Britain  must  accept  the  agricultural  poUcy  hammered  out 
by  the  Six.  This  will  mean  adjusting  present  British  farm  support 
prices — the  price  the  Government  pays  the  farmer  for  his  produce — to 
the  target  prices  of  the  Six.  Since  these  target  prices  have  yet  to  be 
determined,  it  is  hard  to  say  what  difference  this  will  in  fact  make.  But 
in  any  case  Britain  will  have  a  say  in  deciding  what  the  levels  are.  The 
Community  negotiators  have  decided  to  adopt  the  present  British 
practice  of  an  aimual  farm  price  review. 

More  important  is  the  question  of  how  the  difference  between  the 
Community  target  price  and  the  price  on  world  markets  is  to  be  paid 
for.  In  Britain  today  the  Government  pays  the  difference;  the  farmer 
enjoys  a  direct  State  subsidy.  In  the  EEC  this  will  not  be  possible. 
Protection  will  be  achieved  through  duties  or  levies  on  imports, 
bringing  their  price  up  to  the  Common  Market  price.  Leaving  aside 
for  the  moment  the  most  important  question — namely  the  future  of 
Britain's  imports  from  the  Commonwealth — what  will  this  mean  for 
Britain?  It  will  mean  a  rise  in  the  cost  of  Hving,  which  has  been  assessed 
as  a  maximum  of  3  per  cent,  spread  over  a  period  of  six  years.  This  is 
hardly  a  major  burden,  especially  as  it  will  be  offset  by  equivalent  cuts 
in  Government  spending  on  farm  subsidies,  which  are  currently  run- 
ning at  some  ;^350  miUion  a  year. 

One  would  think  that  a  saving  of  this  order  in  the  Budget  would  be 
welcomed  by  Conservatives.  After  all,  when  they  took  over  from  the 
Sociahsts  in  195 1,  one  of  their  first  acts  was  to  reduce  the  general  level 
of  subsidies  on  the  grounds  that  Government  spending  and  taxation 
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were  too  high,  and  that  if  people  were  taxed  less  they  could  afford  to 
spend  more.  The  same  argument  surely  appHes  today,  especially  when 
the  Government  is  under  so  much  pressure  to  reduce  taxation.  The 
farm  support  system  is  in  fact  an  anachronism,  which  would  probably 
not  survive — to  judge  by  hints  thrown  out  by  Ministers — even  if 
Britain  did  not  go  into  the  Common  Market.  The  money  saved  by  the 
State  could  go  into  other  ways  of  reducing  the  cost  of  Hving,  or  it 
could  be  spent  on  more  welfare  services  to  the  poorer  section  of  the 
community  to  compensate  them  for  the  higher  cost  of  food. 

As  we  have  seen,  the  proceeds  of  the  import  levies  will  eventually 
go  into  a  common  EEC  agricultural  pool,  to  be  used  to  finance  invest- 
ment in  new  equipment  and  methods  for  EEC  farmers  and  export 
subsidies  for  European  farm  products.  Britain,  as  the  biggest  food 
importer  in  the  Community,  will  account  for  a  substantial  part  of  these 
levies,  and  it  is  fair  that  she  should  be  allowed  to  use  a  large  part  of  them 
to  help  those  parts  of  her  agriculture  which  will  be  particularly  vul- 
nerable to  Common  Market  competition.  In  particular,  redeployment 
will  be  needed  on  a  large  scale  in  British  horticulture,  which  cannot 
compete  without  large-scale  investment  and  structural  changes.  But 
apart  from  horticulture,  there  is  no  reason  why  British  farmers  as  a 
group  should  not  hold  their  own  in  a  Common  Market  which  aims  at 
agricultural  self-sufficiency.  It  would  be  different  if  the  Six  beHeved  in 
agricultural  free  trade;  but  they  do  not,  except  among  themselves. 
Because  of  their  large  peasant  populations,  the  Six  have  a  much  greater 
stake  in  agricultural  protection  than  Britain  has.  A  European  Com- 
munity of  which  Britain  is  a  member  wiU  stiU  be  a  net  food  importer, 
at  least  for  a  considerable  number  of  years,  despite  the  growth  in  agri- 
cultural productivity  on  the  Continent,  and  despite  the  probable  acces- 
sion to  the  Community  of  agricultural-exporting  countries  hke  Den- 
mark and  Eire.  British  agricultural  efficiency  compares  favourably  with 
most,  though  not  all,  of  the  Six.  It  is  hard,  therefore,  to  see  British 
agriculture  as  a  whole  suffering  serious  adverse  effects  from  Common 
Market  membership  even  after  the  transitional  period. 

Nevertheless,  adjustments  wiU  be  needed.  As  we  have  already  seen, 
Britain's  horticulturists  will  need  special  assistance  to  enable  them  to 
modernise  or  switch  to  other  forms  of  farming,  and  a  special  sum 
should  be  set  apart  for  this  out  of  the  import  levies  Britain  has  to  pay. 
The  cost  of  British  farmers'  feedingstuffs  will  also  go  up  in  the  Com- 
mon Market,  thereby  reducing  their  profit  margins;  there  is  probably 
not  much  that  can  be  done  about  this  without  infringing  the  Treaty. 
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But  the  crucial  issue  will  be  the  levels  at  which  Community  target 
prices  and  import  duties  are  fixed.  It  seems  certain  that  this  will  involve 
a  tug-of-war  between  Germany  and  France,  the  former  wanting  high 
prices  and  the  latter — probably  supported  by  the  Commission — 
cheaper  prices.  British  influence  in  this  struggle  could  be  of  crucial  im- 
portance; one's  guess  is  that  British  ideas  on  the  right  level  of  prices 
will  be  somewhere  between  France's  and  Germany's,  but  rather  nearer 
to  France's. 

COMMON  MARKET  AND   COMMONWEALTH 

The  biggest  series  of  problems  surrounding  Britain's  entry  are  those 
affecting  the  Commonwealth.  Economically,  these  problems  divide 
into  five  main  sections,  and  the  simplest  procedure  is  to  take  them  in 
order. 

First,  and  least  important,  are  the  manufactured  exports  from  the 
'white'  Commonwealth — mainly  firom  Canada,  to  a  lesser  extent  from 
AustraHa  and  New  Zealand.  These  goods  make  up  less  than  2  per  cent 
of  all  British  imports  firom  the  Commonwealth,  and  it  has  been  agreed 
that  the  common  external  tariff  shall  be  apphed  to  them  progressively 
over  a  period  of  eight  years,  with  provision  for  further  discussions  in 
1966  and  1969.  This  will  hardly  make  a  major  difference  to  the  econo- 
mies of  the  countries  concerned.  Their  best  hope  hes  in  general  HberaH- 
sation  of  world  trade  through  GATT. 

Second  come  the  industrial  raw  materials  which  make  up  40  per  cent 
of  Britain's  imports  from  the  Commonwealth.  For  most  of  these  there 
is  no  problem,  because  the  common  external  tariff  of  the  Community 
on  these  materials  is  zero.  But  there  are  twenty-seven  materials  which 
Britain  now  imports  duty-free  from  the  Commonwealth,  but  which 
are  subject  to  tariffs  in  the  Common  Market.  The  most  important  are 
wood  pulp,  newsprint,  aluminium,  lead  and  zinc.  Britain  has  asked  for 
the  common  external  tariff  in  each  case  to  be  reduced  to  zero,  and  at 
the  time  of  writing  commodity-by-commodity  negotiations  with  the 
Six  are  in  full  swing  in  Brussels.  Plainly,  the  British  negotiators  are  not 
going  to  get  aU  they  want,  and  a  compromise  of  some  sort  is  inevitable. 
No  great  issues  of  principle  are  involved  here,  so  agreement  should  not 
be  too  difficult  to  attain. 

A  more  important  question  concerns  the  future  of  trade  with  the 
tropical  Commonwealth  countries  of  Africa  and  the  West  Indies.  As 
things  stand  now,  these  countries  are  hable  to  face  discrimination  in  the 
British  market  in  favour  of  the  associated  overseas  territories  of  the  Six, 
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which  as  we  have  seen  have  special  access  to  the  Common  Market.  The 
obvious  solution  is  for  all  Commonwealth  countries  that  wish  it  to 
apply  for  associated  overseas  territory  status  on  the  same  terms  as  the 
French  Union  countries.  The  Six  have  indicated  unofficially  that  they 
would  not  stand  in  the  way  of  such  a  solution  for  the  Commonwealth 
countries  of  Africa,  the  Caribbean  and  the  Pacific,  and  it  seems  prob- 
able that  similar  arrangements  will  be  made  for  the  smaller  surviving 
British  colonies. 

No  difficulty,  therefore,  should  arise  here  over  principles.  The 
problem  is  rather  one  of  pohtics.  Dr.  Nkrumah  of  Ghana  has  branded 
AOT  status  as  'neo-coloniahsm',  and  this  attitude  is  bound  to  make  it 
difficult  for  other  African  countries  to  accept  it.  It  is  desirable,  therefore, 
that  the  door  should  be  left  open  for  a  fixed  period,  so  that  the  African 
leaders,  including  Dr.  Nkrumah  himself,  should  have  time  to  think  the 
matter  over  carefully. 

The  future  of  India,  Pakistan,  Ceylon  and  Hong  Kong  poses  more 
intractable  difficulties.  No  problems  are  likely  to  arise  over  the  com- 
modity exports  of  these  countries — as  a  gallant  concession  to  British 
tastes,  tea  looks  Hke  getting  into  the  Community  duty-free;  but  with 
manufactures  it  is  a  different  story.  The  Six  have  refused  to  entertain 
the  idea  of  AOT  status  for  these  countries,  nor  are  they  prepared  to 
lower  the  common  external  tariff  for  them.  On  the  other  hand  it  is 
widely  recognised  that  the  West  has  an  obhgation  to  help  the  Asian 
countries  to  pay  their  way  by  selling  their  goods.  The  obvious  solution 
is  to  assure  them  of  guaranteed  quotas  for  their  manufactures  in  the 
advanced  industrial  countries — quotas  which  will  more  than  compen- 
sate for  their  loss  of  tariff  preferences  in  Britain.  (For  these  countries, 
with  their  very  low  costs,  the  problem  is  in  any  case  not  whether  their 
goods  can  get  in  over  a  tariff,  but  whether  they  will  be  allowed  in  at 
all  or  whether  they  will  be  kept  out  by  quota  restrictions.)  This  is  best 
done  on  a  world-wide  basis,  on  the  hues  of  the  international  agreement 
on  cotton  textiles,  undertaken  on  President  Kennedy's  initiative.  The 
trouble  with  international  agreements  of  this  sort,  however,  is  the  lack 
of  adequate  institutional  machinery  to  enforce  them  in  most  cases;  and 
it  may  be  necessary  in  the  short  term  for  Europe  to  go  ahead  on  its  own. 
This  means,  in  effect,  that  the  Community  would  accept  an  obhgation 
to  find  a  market  for  a  minimum  fixed  amount  of  the  main  categories 
of  Asian  export  manufactures  provided  they  are  competitive  in  price 
and  quahty.  It  remains  to  be  seen  if  this  can  be  achieved. 

The  final  Commonwealth  problem  concerns  what  are  inelegantly 
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known  as  'temperate  zone  foodstuffs' — Canadian  and  Australian  wheat, 
New  Zealand  meat  and  dairy  products,  and  so  on.  Here  the  problems 
are  bafBingly  complex.  New  Zealand  represents  a  special  case,  for  her 
whole  economy  has  been  built  up  to  supply  the  British  market.  Some- 
thing like  three-fifths  of  all  New  Zealand's  exports  go  to  Great 
Britain,  and  over  80  per  cent  of  her  three  main  exports  of  butter,  cheese 
and  lamb.  If  these  products  are  kept  out  of  Britain  in  favour  of  Conti- 
nental competitors.  New  Zealand  faces  ruin,  for  there  is  no  alternative 
market  in  sight  for  her  in  the  world.  New  Zealand  is  the  one  country 
for  whom  a  reasonable  solution  to  the  Common  Market  problem  is 
literally  a  matter  of  life  and  death.  Britain  could  not  sign  the  Treaty  of 
Rome  without  first  taking  care  of  New  Zealand. 

Fortunately  this  is  understood  in  Brussels,  and  it  seems  certain  that 
special  arrangements  will  be  made.  What  form  they  will  take  is  not 
clear.  New  Zealand  might  be  given  special  quotas  for  imports  either 
into  Britain  or  the  Community  at  large,  perhaps  coupled  with  some 
form  of  revenue  guarantee  for  her  butter  sales,  at  least  for  an  interim 
period  until  an  international  agreement  can  be  worked  out. 

For  Canadian  and  Austrahan  cereals  the  solution  would  seem  to  he 
in  allowing  them  to  retain  a  degree  of  preference  in  Britain  during  the 
transition  period  to  1970;  thereafter  these  special  measures  will  have  to 
be  replaced  by  world-wide  commodity  agreements.  So  far  as  wheat  is 
concerned,  the  problem  is  more  acute  for  Australia  than  for  Canada, 
for  Austraha  produces  the  same  'soft'  wheat  as  Europe  does,  while 
Canadian  'hard'  wheat  is  not  grown  on  any  large  scale  in  Europe.  An 
interesting  new  ahgnment  took  place  shortly  after  the  start  of  the 
Brussels  negotiations.  France  and  Australia,  both  wheat  exporters, 
joined  forces  in  campaigning  for  a  world  wheat  agreement  which 
would  stabihse  prices  at  a  fairly  high  level.  Britain,  as  a  major  importer, 
at  first  threw  up  her  hands  in  horror  at  the  prospect  of  having  to  pay 
higher  prices,  but  at  the  time  of  writing  is  showing  signs  of  coming 
round  to  favour  the  idea.  Similar  world  agreements  are  being  con- 
sidered by  the  experts  of  the  Six  for  beef,  mutton  and  lamb,  though 
the  perishable  nature  of  the  commodities  concerned  obviously  makes 
this  a  more  difficult  project,  and  nobody  can  guarantee  that  it  will 
succeed. 

Although  the  technical  problems  to  be  surmounted  are  immense,  the 
outlines  of  a  temporary  agreement  on  the  main  Commonwealth  trade 
problems  are  emerging,  and  it  is  clear  that  none  of  the  problems  involved 
are  insoluble,  given  goodwill  on  both  sides.  But  one  must  stress  the  word 
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'temporary'.  As  we  have  seen,  in  almost  every  case  the  vJtimate  solu- 
tion can  be  seen  to  involve  world-wide  agreements,  rather  than  bilateral 
agreements  between  Europe  and  the  Commonwealth  countries  con- 
cerned. The  Six  themselves  stress  that  the  eventual  solution  for  Asian 
manufactures  and  Commonwealth  temperate  zone  foodstuffs  must  be 
found  in  agreements  on  a  world  scale.  The  same  apphes,  in  rather 
different  degree,  to  'white'  Commonwealth  manufactures,  where  the 
solution  hes  in  a  general  lowering  of  world  tariffs — and  also  to  tropical 
commodities.  The  extension  of  AOT  status  to  Commonwealth  coim- 
tries  can  only  be  a  temporary  solution.  It  is  unpopular  with  the 
Americans,  and  with  those  tropical  countries — in  Latin  America  for 
example — who  are  excluded.  The  perpetuation  of  AOT  status  will 
introduce  fresh  divisions  into  Africa  and  the  under-developed  countries 
generally.  Once  again,  the  ultimate  solution  must  be  a  world-wide  one. 
The  eventual  relationship  between  a  United  Europe  and  the  rest  of 
the  world — including  particularly  the  Commonwealth,  the  U.S.  and 
the  under-developed  countries  as  a  whole — is  something  to  which  we 
shall  return  later  in  this  book.  For  the  moment,  the  point  to  make  is 
that  a  temporary  reconciHation  can  be  achieved  between  the  needs  of 
the  Commonwealth  and  the  requirements  of  the  Common  Market. 
Moreover,  in  the  long  run  anything  which  strengthens  the  British 
economy  should  benefit  the  Commonwealth.  The  more  prosperous 
Britain  is,  the  more  Commonwealth  raw  materials  she  will  import, 
and  the  more  capital  she  wiU  have  available  for  Commonwealth  in- 
vestment. These  are  not  small  matters. 

CAN   WE   COMPETE? 

But  luill  Common  Market  membership  make  Britain  more  prosperous? 
Will  we  be  able,  in  other  words,  to  compete  effectively?  Plainly,  the 
view  of  the  Government  and  of  industry  itself  is  that  we  will.  There 
would  be  no  point  in  going  into  Europe  if  the  prospect  it  presented  for 
British  industry  was  one  of  permanent  decay.  But  industry,  as  we  have 
seen,  has  throughout  been  on  balance  strongly  in  favour  of  British 
entry. 

The  first  point  to  make  is  an  obvious  one.  The  faster  the  Six  keep 
expanding,  the  bigger  market  they  will  offer.  We  have  seen  that  in 
recent  years  Britain's  exports  to  Europe  have  been  going  up  much 
faster  than  our  exports  to  the  Commonwealth,  precisely  because 
Europe's  rate  of  growth  has  been  faster.  Tliis  process  looks  like  con- 
tinuing, though  the  pace  of  growtli  may  well  slow  down  somewhat 
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in  the  sixties  (and  this,  as  we  shall  see,  will  present  new  opportunities 
as  well  as  new  challenges  for  the  under-developed  world). 

Moreover,  the  very  sluggishness  of  the  British  economy  in  the  fifties 
could  now  redound  to  our  advantage  in  Europe.  For  in  the  last  few 
years  Continental  labour  costs  have  been  catching  up  with,  in  some  cases 
overtaking,  Britain's.  For  standards  of  living  depend  on,  and  follow, 
industrial  growth.  Before  the  war  Britain  had  perhaps  the  highest 
standard  of  hving  in  Europe.  Today  we  rank  below  Switzerland, 
Sweden  and  probably  Belgium,  while  Germany  and  France  have  just 
about  caught  us  up,  and  the  Netherlands  and  Northern  Italy  are  not 
far  behind.  By  1970,  on  current  trends,  British  hving  standards  will  be 
below  those  of  France,  Germany,  Holland  and  the  three  Scandinavian 
countries,  as  well  as  Belgium  and  Switzerland. 

This  is  a  depressing  picture,  and  one  hopes  that  it  will  be  averted  by 
a  faster  rate  of  growth  in  British  industry.  But  it  has  a  brighter  side. 
Apart  from  Italy,  none  of  the  Six  is  really  still  in  a  position  to  undercut 
Britain  on  wage-costs.  Moreover,  the  reserve  of  industrial  manpower 
has  now  virtually  disappeared  among  the  Six  except  in  Italy,  having 
been  sucked  up  by  the  rapid  expansion  of  industry.  The  conditions  of 
labour  shortage  which  have  hampered  British  industry  for  so  long  now 
exist,  on  a  more  acute  scale,  over  most  of  the  Common  Market.  It  is 
significant  that  one  of  the  reasons  why  British  firms  have  been  winning 
orders  on  the  Continent  recently  is  that  they  can  quote  quicker  deHver- 
ies  than  their  competitors. 

Third,  despite  her  weaknesses,  Britain  has  a  number  of  industrial 
advantages.  The  range  of  her  industrial  production  is  broader  than  that 
of  the  Six.  In  the  City  of  London  she  has  a  network  of  commercial  and 
financial  intelhgence  and  services  which  is  still  without  rival  on  the 
Continent.  One  might  say,  in  fact,  that  Britain  has  all  the  necessary 
ingredients  for  success  if  she  could  only  organise  them. 

This  is  not  the  place  to  describe  in  detail  the  reforms  needed  to 
organise  the  latent  potential  of  the  British  economy.  The  ramifications 
of  the  class  system,  which  increasingly  threaten  to  divide  the  country 
into  warring  sections  of 'We'  and  'They',  are  a  major  obstacle,  intensi- 
fied as  they  are  by  an  ossifying  trade  union  structure.^  Weaknesses  in 
management  are  all  too  frequent.  Insufficient  competition,  lack  of 
social  mobihty,  and  an  educational  system  which  not  only  perpetuates 
inequahty  but  has  in  the  past  failed  to  devote  enough  attention  to  training 

^  I  deal  with  these  matters  at  greater  length  in  my  book  TJie  Stagnant  Society 
(Penguin,  1961). 
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scienrists  and  technologists,  and  still  refuses  to  provide  for  manage- 
ment training  at  university  level,  are  largely  to  blame.  Add  to  this  a 
lack  of  any  effective  planning  at  govermental  level,  and  the  crushing 
burden  of  trying  to  maintain  Great  Power  status  and  the  role  of  sterling 
as  a  world  currency  on  an  inadequate  industrial  base,  and  one  has  a 
rough-and-ready  diagnosis  of  the  main  ills  from  which  Britain  has  been 
suffering.  What  is  needed  is  a  society  which  provides  genuine  equahty 
of  opportimity,  a  far  more  professional  approach  to  management,  a 
more  comprehensive  educational  system,  and  effective  national  plan- 
ning such  as  the  National  Economic  Development  Council  is  setting 
out  to  provide.  Then  Britain  will  prosper,  for  the  necessary  conditions 
of  success  are  all  here. 

But  these  changes  will  take  time,  and  there  is  no  denying  that  the 
first  impact  of  the  Common  Market  on  British  industry  may  be  far 
from  pleasant.  In  order  to  catch  up  with  the  tariff  cuts  the  Six  have 
been  making  among  themselves,  Britain  will  have  to  halve  her  tariffs 
against  the  Six  on  joining;^  in  return,  of  course,  tariffs  against  British 
goods  in  the  Six  wiU  also  be  halved,  but  on  balance  British  tariffs  are 
today  somewhat  higher  than  those  of  the  Six,  so  that  our  cuts  will  be 
rather  more  extensive.  Adjustment  to  the  common  external  tariff  of 
the  Common  Market,  which  will  take  place  over  a  period  of  years,  v^dll 
also  involve  a  shght  reduction  in  the  total  level  of  British  protection 
against  non-European  competitors  like  the  U.S.  or  Japan. 

It  is  doubtful,  however,  how  important  tariff  protection  is  in  most  of 
the  highly-complex  industrial  goods  which  make  up  the  bulk  of  the 
trade  between  the  advanced  industrial  powers.  Other  factors — design, 
specification,  delivery  times — are  important  as  well  as  cost,  and  it  may 
be  that  the  main  effect  of  tariff  cuts  is  to  reduce  profit  margins  rather 
than  alter  the  actual  pattern  of  trade.  It  does  not  therefore  follow  that 
because  a  particular  British  industry — chemicals  for  example — has 
higher  tariffs  than  its  opposite  numbers  on  the  Continent,  that  it  will 
do  badly  in  the  Common  Market. 

The  ending  of  Commonwealth  preferences  will  both  harm  and  help 
British  industry.  Obviously  industries  hke  cotton  textiles  wiU  welcome 
a  greater  degree  of  protection  against  imports  from  the  Asian  Com- 
monwealth. On  the  other  hand,  higher  tarifis  on  Commonwealth  raw 
material  imports  wiU  tend  to  push  up  production  costs  in  British  in- 

^  Remaining  tariffs  will  then  be  progressively  whittled  away  to  zero  in  line 
with  the  cuts  which  the  Six  make  in  their  own  internal  tariff  structures  during  the 
transitional  phase  to  the  full  implementation  of  the  Common  Market. 
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dustry,  and  if  food  prices  go  up  this  may  involve  furms  in  paying  higher 
wages  in  compensation.  Also,  the  loss  of  British  tariff  preferences  in 
Commonw^ealth  markets  may  have  some  temporary  effect.  In  the  long 
run  there  is  httle  doubt  that  what  is  lost  in  the  Commonwealth  will  be 
more  than  made  good  in  Europe,  but  the  transitional  process  of  adjust- 
ment— transferring  sales  forces,  gearing  oneself  up  to  supply  a  market 
with  very  different  tastes  and  traditions — may  not  in  all  cases  be  an 
easy  one. 

It  is  not  very  profitable  to  try  to  draw  up  a  list  of  which  industries 
will  gain  and  which  will  not  in  the  Common  Market.  In  every  industry 
some  firms  will  benefit,  while  some  will  suffer.  The  firms  that  will 
benefit  are  those  which  are  able  to  exploit  the  techniques  of  mass  pro- 
duction, or  which  offer  a  product  of  special  quality.  The  firms  that  will 
lose  are  those  whose  products  are  neither  of  particularly  high  quality, 
nor  particularly  cheaply  or  efficiently  produced.  In  short,  the  firms 
which  will  do  well  in  the  Common  Market  are  those  which  would  do 
well  in  any  case,  while  those  which  will  do  badly  are  those  which  on 
the  whole  deserve  to  do  badly.  British  entry  to  the  Common  Market 
will  accelerate  and  intensify  changes  which  would  otherwise  have  taken 
place  more  slowly;  it  will  not  change  or  distort  the  general  pattern  of 
growth,  but  will  force  it  through  more  quickly. 

The  weakest  sector  of  British  industry  at  present  hes  in  the  field  of 
mass  consumer  goods,  and  it  is  here  that  the  Common  Market  may 
well  claim  its  biggest  number  of  casualties.  Cotton  and  rayon  may 
benefit  from  the  easing  of  Asian  competition,  but  they  may  still  find  it 
hard  to  hold  their  own  against  the  Continent.  The  cheaper  end  of 
British  wool  textiles  will  face  stiff  competition  from  Italy,  while  the 
higher-quahty  products  should  enjoy  expanding  sales  in  Europe. 

In  clothing  and  footwear,  too,  Italy — and  to  some  extent  France — 
may  gain  in  the  British  home  market,  though  in  men's  clothing  Britain 
should  do  well.  In  carpets,  pottery,  glassware,  toys,  cameras,  scientific 
instruments,  clocks  and  watches  competition  is  going  to  get  a  lot 
keener,  and  while  some  British  firms  will  do  well  others  almost 
certainly  will  not. 

In  the  motor  industry,  British  commercial  vehicles,  tractors,  sports 
cars  and  components  and  accessories  will  do  very  well,  but  the  car 
manufacturers  themselves  face  a  very  stiff  struggle,  and  the  number  of 
independent  firms  may  dechne.  Two  other  industries  where  competi- 
tion in  Europe  will  be  very  keen  are  chemicals  and  paper  manufacture, 
though  in  each  case  the  best  British  firms  should  more  than  hold  their 
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own;  the  paper  manufacturers  will  benefit  from  the  fact  that  Scandi- 
navian competition  will  no  longer  be  directed  overwhelmingly  at 
Britain,  as  it  has  been  in  the  EFTA,  but  instead  dispersed  over  Western 
Europe  as  a  whole.  In  appliances  the  position  is  less  clear,  and  the  gains 
and  losses  from  Britain's  point  of  view  may  be  fairly  evenly  balanced. 
British  refrigerators  may  do  rather  badly,  but  washing  machines  should 
do  reasonably  well.  Radio  and  TV  sets  should  be  httle  affected.  In 
engineering  there  are  strong  and  weak  sectors,  with  the  strong  sHghdy 
predominating. 

The  British  industries  which  look  hke  doing  really  well,  in  addition 
to  those  mentioned  already,  include  electronic  and  automation  equip- 
ment, office  equipment  (outside  the  special  fields  dominated  by 
Grundig  and  OHvetti),  farm  machinery,  certain  types  of  plastics,  and 
multiple  tailoring.  But  Britain  should  also  gain  a  great  deal  of  business 
in  the  'service'  sector  of  industry.  It  has  already  been  pointed  out  that 
the  services  of  the  City  of  London — in  banking,  insurance,  commercial 
inteUigence  and  so  on — are  unrivalled  on  the  Continent.  The  Six  are 
also  some  years  behind  Britain  in  development  of  the  latest  forms  of 
retaihng.  'Shall  I  tell  you  which  British  firm  wiU  do  best  in  the  Com- 
mon Market?'  a  leading  industriahst  said  to  me  the  other  day.  'In  my 
view  it's  a  toss-up  between  Jaguar  and  Marks  and  Spencers.' 

But  this  rough  balance-sheet  of  likely  gainers  and  losers  is  based  on 
one's  assessment  of  the  industries  concerned  now.  This  must  be  stressed, 
for  the  comparative  efficiency  of  different  industries  is  continually 
changing.  In  costs,  in  technology,  in  native  abihty,  Britain  and  the 
leading  Continental  countries  are  today  roughly  level.  They  are  all 
competing  to  supply  a  market  whose  present  rate  of  growth  is  dram- 
atic, and  whose  future  potential  is  enormous.  Where  Britain  is  behind, 
it  is  usually  because  of  weaknesses  in  design,  sloppy  sales  techniques, 
insufficient  drive,  costs  marginally  higher  than  her  competitors.  These 
are  all  faults  that  can  be  remedied.  British  designs  need  to  be  more 
exciting  to  appeal  to  Continental  buyers.  British  industry  as  a  whole 
needs  to  concentrate  more  on  salesmanship.  Too  few  British  firms  are 
prepared  to  write  their  sales  hterature  in  the  language  of  the  coimtry 
they  are  trying  to  sell  to,  to  quote  prices  in  the  currency  of  the  customer 
country,  to  use  metric  measurements.  These  are  famiUar  complaints, 
but  none  the  less  important.  The  sooner  Britain  goes  over  to  a  metric 
system  and  to  Continental  weights  and  measures,  the  better  for  her 
foreign  trade.  British  industry  is  changing  fast,  and  on  the  speed  of  her 
adjustment  will  depend  whether  the  onset  of  the  Common  Market 
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brings  prosperity  or  crisis.  The  knife-edge  between  success  and  failure 
is  as  keen  as  that. 

So  far  as  the  two  smaller  European  Communities  are  concerned, 
membership  is  tirdikely  to  pose  any  particular  problems  for  Britain. 
Britain's  lead  in  nuclear  energy  should  stand  us  in  good  stead  in 
Euratom,  once  the  Continental  nuclear  power  programme  gets  off  the 
ground.  In  the  ECSC  British  coal  and  British  steel  should  both  on 
balance  gain  business,  though  in  neither  case  on  a  very  large  scale.  The 
most  important  question  here  is  the  evolution  of  a  European  energy 
pohcy,  which  is  discussed  below. 

There  are  however  a  number  of  factors  which  will  affect  British 
industry's  abihty  to  compete  in  Europe,  which  are  outside  the  control 
of  industry  itself.  Energy  costs,  which  have  just  been  mentioned,  are 
one.  The  general  tenor  of  Government  pohcy  towards  industry — rates 
and  methods  of  taxation,  planning,  use  of  controls,  and  so  on — is  an- 
other. The  competing  claims  on  sterhng  are  a  third.  And  fmally  there 
is  the  question  of  transport  costs  and  the  distribution  of  industry. 

All  of  these,  however,  impinge  in  one  way  or  another  on  the  'un- 
finished business'  in  the  Common  Market's  in-tray.  Since  the  future  of 
Britain  and  British  pohcy  will  increasingly  be  linked  with  that  of  the 
Common  Market,  it  is  best  to  consider  all  these  questions  within  the 
context  of  Europe  rather  than  of  Britain  alone. 

'unfinished  business':  energy  policy 
Europe's  search  for  a  common  energy  pohcy,  as  we  saw  in  Part  II,  has 
so  far  been  pretty  unrewarding — though  there  are  some  signs  that  this 
may  at  last  be  beginning  to  change.  This  is  only  partly  because  of 
the  division  of  responsibihty  for  energy  between  three  separate 
Communities.  An  administrative  reform  would  not  solve  the 
problem,  but  it  would  probably  help.  And  two  possible  solutions — 
both  of  them  have  been  canvassed  in  Brussels  and  Luxembourg — 
suggest  themselves. 

The  first  would  be  to  merge  the  three  Communities  in  one.  This  is 
by  far  the  best  solution,  and  the  one  which  will  eventually  have  to  be 
adopted.  But,  as  we  have  seen,  it  is  at  present  anathema  to  the  French 
Government.  There  may  be  a  case,  therefore,  for  adopting  the  second- 
best  alternative,  which  is  to  replace  Euratom  and  the  ECSC  by  an 
Energy  Commission,  which  would  also  be  responsible  for  oil,  natural 
gas,  hydro-power  and  secondary  forms  of  energy.  The  administrative 
organs  of  Euratom  and  the  ECSC  could  be  absorbed  into  this  Com- 
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mission  without  appreciably  altering  their  internal  structures.  Steel 
might  perhaps  be  transferred  to  the  EEC  in  exchange  for  oil  and 
natural  gas.  The  constitution  of  the  Energy  Commission  should  be  such 
that  it  could  easily  be  absorbed  into  the  EEC  as  and  when  circumstances 
permitted  it. 

This  is  an  administrative  reform  which  in  British  terms  would  make 
sense;  the  British  Ministry  of  Power  covers  all  forms  of  energy,  and 
also — though  largely  as  a  historical  accident — steel.  But  the  mere 
establishment  of  an  Energy  Commission  would  not  by  itself  make  a 
European  energy  pohcy.  It  would  not  overcome  the  basic  conflicts 
between  the  coal-producing  countries  Hke  Germany  and  Belgivmi,  the 
energy  importers  like  Italy,  and  France  with  her  dirigiste  energy  pohcy 
and  her  need  to  find  an  outlet  in  Europe  for  the  products  of  the 
Sahara. 

What  is  Britain's  position  in  this  ?  Like  most  of  the  Six — but  unlike 
Italy  and  the  Netherlands — Britain  bans  all  imports  of  coal.  (Germany 
imports  some  coal,  but  on  a  very  limited  and  restricted  scale.)  Once  in 
the  ECSC,  of  course,  this  will  cease  to  apply  to  coal  imports  from  the 
Six.  But  this  is  unlikely  to  make  much  difference  in  practice,  for  Con- 
tinental coal  costs  are  on  average  at  least  as  high  as  they  are  here.  The 
only  exporters  of  reaUy  cheap  coal  in  the  world  are  the  U.S.,  Poland 
and  the  Soviet  Union.  And  the  coal  interests  in  the  Six  will  amost 
certainly  want  Britain  to  continue  her  ban  on  these  imports,  if  only 
because  British  coal  displaced  by  U.S.  imports  is  liable  to  find  its  way 
on  to  the  Continent. 

So  far  as  oil  is  concerned,  Britain  imposes  no  tariff^  or  other  restric- 
tions on  oil  imports,  but  she  does  have  a  tax  on  fuel  oil — as  do  Belgium 
and  Germany.  This  tax  is  highly  impopular  with  industry,  and  if 
British  industry  is  to  get  its  costs  down  there  is  a  strong  case  for  re- 
moving it.  In  fact  British  coal  is  staging  such  a  strong  recovery  at  the 
present  time  that  the  tax  will  probably  be  removed  within  the  next  few 
years,  whatever  happens  in  the  Common  Market. 

Unlike  most  of  the  Six,  Britain  has  a  strong  interest  in  both  coal  and 
oil.  Not  only  is  she  a  major  refiner  of  imported  crude  oil,  but  she  has 
a  big  financial  stake  in  Middle  East  and  Caribbean  crude.  Britain,  there- 
fore, would  presumably  oppose  any  attempt  to  restrict  oil  imports  from 
non-Communist  sources  into  the  European  Community,  though  she 
would  probably  support  a  stiffs  attitude  towards  coal  imports. 

On  the  whole  the  oil  companies  in  Britain  have  not  pursued  anything 
like  such  a  ruthless  price-cutting  policy  as  they  have,  for  example,  in 
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Germany.  One  reason  for  this  may  be  the  knowledge  that  if  they  em- 
barrassed the  Government  by  making  too  savage  inroads  into  coal 
markets,  the  Government  might  retaliate — for  example  by  opening 
the  door  to  direct  imports  of  Russian  oil,  which  would  undercut  the 
British  and  American  companies. 

It  seems  clear,  therefore,  that  Britain  has  no  special  interests  in  the 
energy  field  which  would  conflict  with  the  sort  of  energy  policy  the 
Commimity  is  hkely  to  evolve.  Such  a  pohcy  is  bound  to  involve  a 
good  deal  of 'give  and  take',  and  Britain  with  her  wide  range  of  inter- 
ests is  in  some  ways  well  placed  to  act  as  a  natural  mediator  between 
Germany  (in  this  case  supported  by  Belgium),  Italy  (who  may  get  the 
support  of  any  of  the  other  EFTA  countries  joining  the  Six,  since  none 
of  them  has  much  indigenous  coal  or  oil)  and  France.  In  all  countries 
coal  faces  a  natural  long-term  contraction,  and  in  all  countries  State  aid 
of  one  sort  or  another  will  help  to  soften  this  process.  In  Britain  the 
ending  of  the  fuel  oil  tax  should  be  accompanied  or  preceded  by  a 
writing-off  of  the  Coal  Board's  accumulated  deficit  and  a  moratorium 
on  interest  payments  for  a  fixed  period.  This  would  give  the  Coal 
Board  the  room  for  manoeuvre  it  needs  to  get  its  prices  down  so  that 
it  can  meet  oil  competition  effectively  on  equal  terms. 

Britain's  energy  pohcy  requirements  can  be  summed  up  thus : — 
(i)  Energy  prices  in  Britain  must  not  be  higher  than  those  on  the 
Continent  if  our  industry  is  to  be  competitive.  If  the  Six  are  determined 
on  a  cheap  energy  pohcy,  Britain  caimot  afford  to  be  left  out.  There  is 
already  something  deeply  ironic  about  a  situation  in  which  Italy, 
having  no  indigenous  energy  resources  of  her  own  apart  from  some 
natural  gas  and  hydro-power,  nevertheless  gets  her  energy  far  cheaper 
than  her  competitors  by  relying  on  imports.  This  is  a  product  of  a 
situation  in  which  it  is  cheaper  to  mine  coal  in  America  and  ship  it 
across  the  ocean  to  Naples  than  to  mine  it  in  the  Ruhr  or  Rhondda  for 
use  in  a  factory  at  the  pithead. 

(2)  At  the  same  time,  Britain  has  an  interest  in  seeing  that  the  run- 
down in  demand  for  coal  is  not  too  sudden  or  too  drastic.  A  planned 
contraction  in  coal  can  be  far  more  effectively  carried  out  on  a  Euro- 
pean than  on  a  purely  British  scale. 

(3)  It  is  in  Britain's  interest  that  Europe  should  not  be  too  heavily 
committed  to  Saharan  or  Soviet  oil,  but  that  markets  should  be  kept 
open  for  the  Middle  East  and  Caribbean  crudes  in  which  Britain  has 
both  a  financial  and  a  refining  interest.  For  pohtical  and  technical 
reasons,  the  Six  are  likely  to  accept  this.  But  the  international  oil 
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companies  will  have  to  learn  to  live  with  Signer  Matteiof  ENI^,  which 
may  mean  allowing  him  the  interest  in  Middle  Eastern  production 
which  he  has  always  wanted;  and  some  cuts  in  the  overall  level  of 
pubhshed  oil  prices  in  Europe — as  distinct  from  the  discounted  prices 
which  tough-bargaining  customers  can  usually  get — may  be  inevitable. 
A  good  deal  of  very  hard  bargaining  hes  ahead  before  Europe  gets 
the  planned  energy  policy  she  is  groping  towards.  But  there  is  no 
reason  to  think  that  Britain  will  do  badly  out  of  the  pohcy  when  it 
emerges,  and  both  Britain  and  the  Six  should  find  it  easier  to  hammer 
out  an  effective  energy  pohcy  together  rather  than  in  isolation. 

'unfinished  business':  transport 
After  energy,  the  next  big  item  in  the  field  of  European  integration 
looks  hke  being  transport  pohcy.  And  this  is  an  issue  in  which  British 
interests  are  much  more  closely  and  painfully  involved;  for  transport 
costs  look  like  being  Britain's  Achilles  heel  in  the  Common  Market. 

To  see  why,  one  has  only  to  look  at  the  map.  Geographically, 
Britain  hes  at  the  perimeter  of  Europe.  It  is  obviously  much  easier  to 
supply  the  Itahan  market,  for  example,  from  Germany  or  France  than 
it  is  from  Britain.  Transport  costs  can  be  an  important  item  in  a  pro- 
duct, such  as  a  motor-car,  which  is  not  only  comparatively  bulky  but 
subject  to  very  keen  price  competition. 

Clearly  there  is  not  much  that  can  be  done  about  this,  other  than  to 
try  to  minimise  one's  natural  disadvantages  by  making  one's  transport 
facihties  as  efficient  as  possible.  Unhappily,  since  the  war  Britain  has 
lagged  badly  in  investment  in  transport.  The  amount  spent  on  new 
road  construction,  as  is  well  known,  has  been  a  good  deal  less  as  a 
percentage  of  national  income  than  in  most  of  the  Continental  coun- 
tries. An  effort  is  now  being  made  to  catch  up,  but  we  have  still  some 
way  to  go.  Similarly,  despite  the  amount  spent  on  railway  modernisa- 
tion, British  Railways  compare  unfavourably  for  efficiency  wuth  those 
on  the  Continent — partly  because  most  of  the  Continental  countries 
made  railway  modernisation  a  high  priority  immediately  after  the 
war,  whereas  we  waited  for  ten  years  before  starting  ours. 

The  same  deficiencies  apply,  perhaps  even  more  markedly,  to  our 
port  facihties.  Turn-round  time  for  sliips  in  the  Port  of  London  and 

^  Ente  Nazionale  Idrocarburi,  the  Italian  nationalised  oil  and  natiiral  gas  monopoly 
which  has  been  a  thorn  in  the  flesh  of  the  international  oil  companies,  and  Europe's 
coal  industries,  since  the  war.  E.N.I,  is  the  channel  through  which  Soviet  crude 
oil  enters  the  Community. 
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other  big  British  ports  compares  unfavourably  with  those  in  major 
Continental  ports  hke  Rotterdam  and  Hamburg,  which  have  better 
labour  relations  and  more  modem  equipment  and  lay-outs.  It  is  not 
just  a  question  of  modernising  facihties  at  the  docks  themselves,  but 
also  of  improving  road  and  rail  approaches  to  the  ports.  Customs  pro- 
cedures also  need  to  be  streamhned.  At  the  Export  Council  for  Europe 
conference  at  Eastbourne  in  the  autumn  of  196 1,  the  director-general 
of  the  Federation  of  British  Industries  strongly  criticised  'the  apparent 
unpreparedness  in  quite  a  few  sections  of  our  transport  facihties  for  the 
rapid  growth  of  traffic  which  the  Common  Market  makes  pretty  well 
certain'.  Something  hke  a  crash  programme  seems  to  be  needed  to 
improve  Britain's  transport  services  from  the  point  of  view  of  expedi- 
ting exports  to  Europe. 

Of  course  the  biggest  single  improvement  would  be  the  construction 
of  a  Channel  bridge  or  tunnel.  Some  sort  of  hnk  is  indeed  a  'must'  once 
Britain  is  in  the  Common  Market — though  it  is  worth  while  pointing 
out  that  it  is  no  good  having  an  efficient  cross-Channel  land  route 
imless  the  transport  system  inside  this  country  can  handle  the  extra 
traffic.  One  does  not  want  traffic  jams  stretching  from  Calais  to  Canter- 
bury! 

I  am  not  concerned  here  to  argue  the  relative  claims  of  a  Chamiel 
bridge  or  tunnel.  That  is  partly  a  technical  question  (on  which  I  am  not 
quahfied  to  pronounce),  partly  a  matter  of  finance.  The  Channel  tunnel 
is  Hable  to  cost  upwards  of  X^°°  miUion,  the  bridge  quite  possibly 
more  than  ;£200  milhon.  The  bridge  also  involves  complex  questions 
of  international  law,  over  the  freedom  of  navigation;  if,  say,  the 
Russians  objected,  as  they  well  might,  on  the  grounds  that  the  bridge 
was  a  violation  of  the  freedom  of  the  seas  and  a  hazard  to  shipping  in 
the  Channel,  there  might  have  to  be  htigation  before  the  International 
Court.  This  is  a  depressing  prospect,  which  could  involve  a  consider- 
able loss  of  time.  For  this  reason,  and  because  of  the  relative  costs,  one's 
instinct  is  to  plump  for  the  tuimel,  unless  the  technical  advantages  of 
the  bridge  prove  overwhelming.  The  great  danger  is  that  the  partisans 
of  tunnel  and  bridge  will  each  argue  their  case  so  stubbornly  and  con- 
vincingly that  we  shall  be  left,  hke  Buridan's  ass,  imable  to  make  up 
our  minds  and  therefore  getting  nothing  at  all.  The  Oxford  road  con- 
troversy should  have  taught  us  how  deadly  an  enemy  the  best  can  be 
to  the  good ! 

As  has  been  pointed  out  in  Part  II,  the  Channel  tunnel  (or  bridge) 
should  be  a  strong  candidate  for  investment  aid  from  the  European 
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Investment  Bank  in  Brussels.  Apart  from  its  practical  advantages,  the 
'abolition'  of  the  English  Channel  would  have  an  enormous  symbohc 
importance  in  demonstrating  the  indissoluble  links  between  Britain  and 
the  Continent — an  epoch-making  stage  in  the  'making  of  Europe',  the 
reversal  of  a  thousand  years  of  history.  For  all  good  'Europeans'  it 
should  be  a  high  priority  indeed. 

It  might  well  be  argued  that  if  transport  bottlenecks  hinder  our 
exports,  they  also  help  to  protect  us  from  imports  from  the  Continent. 
No  doubt  there  is  some  truth  in  this,  but  less  than  appears  at  first  sight. 
For  the  biggest  consumer  market  in  Britain  happens  to  be  situated  close 
to  the  Continent.  London  and  its  environs,  containing  nearly  a  third 
of  the  population  of  these  islands  (and  a  rather  larger  proportion  of  the 
country's  purchasing  power),  form  a  very  accessible  market  to  Conti- 
nental exporters.  There  is  a  good  distribution  network,  and  a  greater 
readiness  to  accept  foreign  goods  than  in  other  parts  of  Britain. 
London  may  therefore  constitute  an  obvious  target  for  European  in- 
dustrialists in  the  first  stages  of  British  accession  to  the  Common 
Market. 

The  problem  is  that  British  industry  is  markedly  less  concentrated  in 
south-east  England  than  are  British  consumers.  This  raises  some  very 
awkward  policy  issues,  which  are  going  to  give  rise  to  many  headaches 
in  the  next  few  years.  For  many  years  the  natural  drift  of  industry  and 
population  in  Britain  has  been  towards  what  planners  describe  as  the 
'coffin' — the  London-Birmingham-Manchester  axis — and  particularly 
towards  the  south-eastern  end  of  it,  namely  Greater  London.  The 
reasons  for  this  drift  have  been  partly  economic — the  desire  to  be  near 
the  London  market,  coupled  with  the  dechniiig  importance  of  access 
to  local  raw  materials ;  and  partly  social — the  supposedly  better  ameni- 
ties in  the  south. 

The  result  of  this  trend  has  been  increasing  congestion  and  over- 
population in  the  south,  and  increasing  structural  unemployment  and 
wastage  of  social  capital  in  the  dechning  areas  of  the  north  and  west. 
For  valid  social,  pohtical  and  economic  reasons,  governments  have  set 
themselves  to  reverse  these  tendencies  by  trying  to  restrict  new  indus- 
trial development  in  the  congested  areas  of  central  and  southern 
England,  and  by  providing  incentives  to  industry  to  expand  in  the 
labour-surplus  areas  of  Scotland,  Wales,  Northern  Ireland  and  North- 
umbria. 

Industry  has  tended  to  resist  this  policy  of  redistribution,  even  though 
it  can  be  shown  to  have  helped  to  keep  down  labour  costs.  (Shortage 
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of  labour  in  the  Midlands  and  south-east  forces  up  local  wage  rates,  a 
process  which  trade  union  activity  then  proceeds  to  extend  to  the 
labour-surplus  areas,  where  the  'market-price'  of  labour  would  be 
much  lower.  The  best  way  of  stopping  this  wage-drift  is  to  have  a  more 
even  distribution  of  labour  throughout  the  country.  This  does  not  take 
into  account  other  savings  from  a  more  even  distribution  of  activity, 
namely  the  easing  of  traffic  congestion,  and  a  better  utilisation  of  the 
fixed  capital — roads,  houses,  shops,  railways,  etc. — locked  up  in  the 
declining  areas.)  Industriahsts  argue  that  transport  and  other  costs  in- 
volved in  operating  away  from  the  'coffin',  where  the  main  market 
hes,  can  be  considerable,  and  they  often  require  a  good  deal  of  financial 
inducement  to  persuade  them  to  do  so. 

These  arguments  are  going  to  become  a  good  deal  more  insistent, 
and  a  good  deal  more  plausible,  once  Britain  is  in  the  Common  Market. 
The  pull  on  industry  and  population  of  south-east  England — the  gate- 
way to  the  Continent — is  going  to  become  much  stronger.  Should  the 
Government  try  to  resist  it?  Is  it  fair  to  ask  a  motor  manufacturer,  say, 
to  move  to  Scotland,  and  at  the  same  time  expect  him  to  increase  his 
exports  to  Europe?  Will  his  movement  to  Scotland  not  threaten  his 
hold  on  the  market  in  London,  let  alone  in  Europe?  On  the  other  hand, 
the  arguments  against  the  excessive  concentration  of  the  country's  life 
and  activity  in  the  south-east  are  as  strong  as  ever. 

The  dilemma  for  poHcy-makers  is  such  a  difficult  one  that  it  is  sur- 
prising that  the  anti-Europeans  in  Britain  have  not  made  more  of  it. 
Instead  they  have  tended  to  concentrate  on  red  herrings,  arguing  that 
imder  the  Rome  Treaty  the  Goverrmient  will  in  any  case  not  be  able  to 
provide  assistance  for  declining  areas  or  influence  the  location  of  indus- 
try. But  this,  as  we  saw  in  Part  11,  is  quite  false.  It  is  true  that  the  Rome 
Treaty  provides  for  free  movement  of  capital  between  countries.  An 
industriahst  refused  permission  to  expand  at  Dagenham,  shall  we  say, 
may  decide  to  go  to  Milan  or  Cologne  in  preference  to  Glasgow  or 
Belfast.  But  in  fact  this  has  been  the  situation  for  a  number  of  years.  It 
is  a  long  time  since  the  British  Government  exercised  any  effective 
check  on  British  investment  on  the  Continent,  except  for  a  brief  period 
after  the  1961  'Little  Budget'.  It  is  a  moot  point  whether  our  member- 
ship of  the  Common  Market  wiU  accelerate  or  slow  down  this  invest- 
ment. Hitherto  getting  inside  the  Common  Market  tariff  wall  provided 
an  incentive;  once  we  are  in  the  Common  Market  this  will  cease  to 
apply.  On  the  other  hand,  of  course,  the  Continent  has  not  hitherto 
been  a  good  base  from  which  to  try  to  service  the  British  market;  with 
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Britain  in  the  Common  Market,  however,  it  will  become  a  better  one. 
Perhaps  the  crucial  factor  in  deciding  an  industriahst  where  he  is  going 
to  put  up  his  plant  in  the  European  Economic  Community  of  the  future 
will  be  relative  production  costs.  As  we  have  seen,  the  last  few  years 
have  seen  a  leveUing-up  to  Britain's  standard  of  one  of  the  main  ele- 
ments of  total  cost — namely  wages.  If  labour  is  as  scarce  on  the  Conti- 
ment  as  it  is  here — which  is  now  the  case — the  incentive  to  industry  to 
locate  its  plants  there  rather  than  here  will  be  to  that  extent  diminished. 
The  advantage  of  nearness  to  markets  will,  on  the  other  hand,  remain. 
There  is  nothing  in  the  Treaty  which  positively  prevents  govern- 
ments from  doing  what  they  can  to  re-distribute  their  industry,  pro- 
vided that  in  so  doing  they  are  not  overtly  subsidising  particular  sec- 
tions of  industry  at  the  expense  of  others.  In  fact  most  of  the  Six  try  to 
influence  the  distribution  of  their  industries  by  the  same  sort  of  mixture 
of  controls  and  incentives  as  Britain  does.  As  we  saw  in  Part  II,  the 
European  Investment  Bank  and  the  Social  Fund  have  a  specific  respon- 
sibiHty  for  helping  under-developed  areas  within  the  Community,  and 
both  have  considerable  funds  at  their  disposal.  There  is  no  reason  why 
high-imemployment  areas  of  the  United  Kingdom  like  Northern  Ire- 
land and  Scotland  should  not  quahfy  for  special  assistance  from  the 
institutions  of  the  Community,  just  as  Southern  Italy  and  parts  of 
France  and  Germany  do  now. 

This  leads  on  to  another  aspect  of  the  Rome  Treaty  on  which  there 
is  considerable  misunderstanding  and  confusion  in  Britain — namely, 
the  free  movement  of  labour.  There  is  a  w^i  de-spread  fear  among  many 
British  workers  that  as  soon  as  Britain  enters  the  Common  Market 
Britain  will  be  over-run  by  immigrant  workers  from  the  Continent, 
eager  to  take  British  jobs  at  lower  wages  than  British  trade  unionists 
require.  This  picture  hardly  corresponds  to  reality.  As  we  have  seen, 
there  is  no  longer  any  significant  disparity  between  real  wages  on  the 
Continent  and  here.  The  Continental  worker  may  get  shghdy  lower 
money  wages,  but  he  usually  works  somewhat  shorter  hours  and  gets 
longer  hoUdays.  He  also  tends  to  do  rather  better  on  'fiinge'  benefits, 
to  have  greater  job  security — it  is  much  harder  for  an  employer  to 
dismiss  workers  in  most  Continental  countries  than  it  is  in  Britain — and 
to  get  a  number  of  benefits,  such  as  family  allowances,  which  British 
employers  do  not  pay.  It  is  hard  to  see  what  particular  inducement 
there  would  be  for  a  Continental  worker  to  come  to  Britain  for  a  job 
today,  rather  than — say — to  France  or  Germany,  where  the  labour 
shortage  is  more  acute.  In  any  case,  as  we  have  seen,  the  freedom  of 
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movement  of  labour  in  the  Common  Market  is  by  no  means  complete, 
and  its  provisions  prevent  the  immigrant  from  under-cutting  the  resi- 
dent worker. 

The  British  worker,  in  fact,  will  only  suffer  as  a  result  of  our  joining 
the  Common  Market  if  British  industry  finds  it  cannot  compete — or  if 
there  is  a  mass  exodus  of  British  firms  to  the  Continent,  which  in  view 
of  the  labour  shortage  there  seems  unhkely.  On  the  other  hand,  labour 
stands  to  benefit  in  Britain  in  three  ways.  First,  as  we  saw  in  Part  II,  the 
Rome  Treaty  contains  a  number  of  social  provisions  which  are  not 
embodied  in  present  British  legislation — for  example,  the  commitment 
to  equal  payment  for  equal  work.  Second,  the  growing  labour 
shortage  on  the  Continent  may  lead  Continental  firms  to  estabhsh 
themselves  over  here,  thereby  providing  more  jobs;  at  the  worst,  it  will 
be  much  easier  for  unemployed  British  workers  to  find  jobs  elsewhere 
in  the  Common  Market  countries.  Third — and  this  is  potentially  a  very 
important  factor,  not  only  for  the  British  worker  but  for  Britain  as  a 
whole — Britain  as  a  Common  Market  member  is  likely  to  attract  a 
great  deal  of  American  industrial  investment.  In  recent  years  there  has 
been  a  growing  tendency  for  U.S.  manufacturers  to  estabhsh  plant  on 
this  side  of  the  Atlantic,  to  benefit  from  the  lower  labour  costs  and 
mass  markets  of  Europe.  For  reasons  of  language  and  customs,  as  well 
as  access  to  the  Commonwealth,  Britain  has  up  to  now  been  the 
favourite  location  for  U.S.  industry.  It  has  been  clear  for  some  time  that 
if  Britain  were  to  remain  outside  the  Common  Market  this  would 
cease  to  be  so,  and  U.S.  firms  might  estabhsh  themselves  instead  on  the 
Continent.  While  the  question  of  Britain's  relations  with  the  Six  hung 
fire,  many  U.S.  industriahsts  hesitated.  Once  Britain  is  in,  it  is  a  reason- 
able bet  that  the  inflow  of  U.S.  capital  will  accelerate — and  this  will 
mean  more  jobs  for  British  workers. 

There  is,  however,  one  problem  about  the  firee  movement  of  labour 
in  the  Common  Market  so  far  as  Britain  is  concerned.  This  arises  over 
the  thorny  question  of  Commonwealth  immigration.  Pace  the  Immi- 
gration Bill — and  this  can  hardly  be  the  last  word  on  the  subject — it 
would  be  a  retrograde  step  if  Britain  were  to  close  her  doors  to  workers 
from  Commonwealth  coimtries,  specially  if  this  immigration  is  from 
countries  which  cannot  provide  jobs  at  home  for  their  people.  Circum- 
stances could  arise  in  which  this  inflow  from  the  Commonwealth, 
coupled  with  an  inflow  from  the  Continent,  threatened  to  upset  the 
labour  market  in  Britain.  Alternatively,  a  situation  could  arise  in  which 
workers  from  the  Commonwealth  began  to  flood  into  Europe  via 
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Britain  to  an  extent  which  might  embarrass  one  or  more  members  of 
the  Six,  No  action  needs  to  be  taken  now  on  these  hypothetical 
dangers,  but  it  would  be  as  weU  if  both  Britain  and  the  Six  reserved  the 
right  to  restrict  the  free  flow  of  labour  between  their  countries  in  the 
event  of  difficulties  arising  through  mass  immigration  from  the  Com- 
monwealth. 

The  discussion  so  far  may  be  summed  up  as  follows:  In  the  Common 
Market  Britain  faces  the  disadvantage  of  high  transport  costs.  These 
may,  however,  be  offset  by  the  benefits  of  a  slightly  easier  labour 
supply,  which  could  well  attract  firms  from  the  U.S.  as  well  as  the 
Continent.  We  are  on  balance  more  hkely  to  attract  new  industry  rather 
than  foreign  workers.  The  Government  should  do  whatitcan — and  under 
the  Rome  Treaty  it  can  do  quite  a  lot — to  attract  such  firms.  It  should 
also  continue  its  policy  of  trying  to  ensure  a  more  even  geographical 
distribution  of  British  industry,  but  the  fact  must  be  faced  that  it  will 
be  more  difficult  to  do  this,  and  maintain  our  competitiveness,  once  we 
are  in  the  Common  Market.  The  best  way  to  get  round  this  problem 
is  to  take  the  lead  in  pressing  for  a  Community-wide  scheme  of  regional 
planning,  backed  by  the  resources  of  the  European  Investment  Bank. 
(This  is  dealt  with  further  below.)  And,  fmaUy,  there  is  an  urgent  need 
for  Britain  to  improve  her  transport  services — her  ports,  roads  and 
railways — to  help  overcome  her  natural  disadvantages. 

So  far  as  the  transport  policy  requirements  of  the  Rome  Treaty  are 
concerned,  they  are  in  most  ways  a  good  deal  nearer  to  present  British 
thinking  than  they  are  to  current  practice  in  most  of  the  Six  themselves. 
All  of  the  Six,  like  Britain,  have  nationalised  railway  systems;  none  of 
them,  except  the  Dutch,  make  a  profit.  All,  including  the  Dutch,  are 
subsidised.  In  nearly  every  case  competition  from  road  haulage  is  in 
some  way  or  other  restricted.  In  almost  every  case  the  rates  charged  by 
the  railways  are  subject  to  some  degree  of  State  control,  and  railway 
rates  are  used  as  an  element  of  internal  subsidy,  to  help  particular 
industries  or  regions. 

The  EEC  Commission  proposed  to  sweep  all  this  away,  and  to  intro- 
duce a  complete  free  market  in  transport.  This  means  that  the  railways 
must  pay  their  way,  and  must  face  unrestricted  competition  from  other 
forms  of  transport.  Britain  is  already  pursuing  a  pohcy  which  is  aimed 
at  making  the  railways  financially  viable.  British  Railways,  unhke  all 
the  Six  except  the  Dutch,  already  have  full  freedom  in  their  pricing 
policy — outside  London.  And  competition  from  road  hauhers  suffers 
from  no  restraints  in  Britain.  It  follows,  therefore,  that  current  British 

208 


PROBLEMS  OF  ADJUSTMENT 

transport  policy  is  already  in  line  with  the  official  thinking  in  Brussels. 
The  question  is  rather  whether  the  transport  pohcy  laid  down  in  the 
Treaty  of  Rome  will  be  fully  practicable — whether  railways  can  be 
allowed  to  compete  on  level  terms  with  the  iimumerable  small  hauhers 
by  road  or  waterway,  who  do  not  have  to  carry  the  social  obligations 
of  the  railways.  In  short,  the  question  which  the  Six  will  have  to  decide 
before  long — the  question  with  which  the  British  are  now  wrestling — 
is  how  far  the  railways  represent  a  profit-making  enterprise  and  how 
far  a  social  service.  In  view  of  the  immense  complexity  of  the  prob- 
lems, it  may  weU  be  a  long  time  before  a  common  transport  pohcy  in 
fact  emerges  for  Europe.  But  when  it  does,  it  should  have  few  terrors 
for  Britain. 

'unfinished  business':  cartels  and  mergers 
British  critics  of  the  Common  Market  often  refer  to  it  as  an  association 
of  cartels.  This  is  a  little  unfair  to  an  institution  so  dedicated  to  pro- 
moting the  virtues  of  competition,  but — as  we  are  fmding  also  in 
Britain — competition  is  often  a  lot  easier  to  legislate  for  than  to  enforce ! 
Industry  in  many  of  the  Continental  countries  has  a  long  history  of 
cartellisation,  and  as  we  saw  in  Part  II  many  firms  have  reacted  to  the 
increased  competition  from  across  national  borders  by  reaching  agree- 
ments with  their  competitors.  Some  of  these  agreements  are  harmless 
enough,  such  as  those  for  co-operation  in  research  or  reciprocal  use  of 
distribution  and  sales  networks.  But  the  range  of  agreements  concluded 
shades  imperceptibly,  through  speciaHsation  pacts,  exchange  of  patents 
and  so  on,  into  straightforward  cartel  arrangements  which  have  the 
effect  of  frustrating  competition.  It  is  extremely  hard  to  tell  at  what 
stage  the  natural  reaction  to  the  opening  of  restricted  markets  has 
become  in  itself  a  distortion  of  the  market. 

The  new  anti-cartel  regulations  drawn  up  by  the  EEC  Commission 
look  effective  enough  on  paper — ^indeed,  they  bear  a  close  similarity  to 
our  own  Restrictive  Trade  Practices  legislation.  It  is  to  be  hoped  that 
each  of  the  Six  will  eventually  mould  their  own  national  legislation  on 
the  hues  of  the  Commission's  regulations,  so  that  there  will  be  a  uni- 
form poHcy  on  cartels  whether  they  affect  trade  between  member- 
States  or  not.  With  anti-cartel  legislation,  however,  everything  depends 
on  how  strictly  the  regulations  are  enforced. 

British  anti-cartel  legislation,  which  has  been  enforced  with  remark- 
able strictness,  has  had  one  unfortunate  by-product.  It  has  tended  to 
reinforce  the  trend  towards  mergers  and  take-overs  in  industry.  This  is 
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inevitable.  If  it  is  made  difficult  to  reach  agreements  with  one's  com- 
petitors, a  natural  reaction  is  to  try  to  end  their  competition  by  merging 
with  them  or  taking  them  over.  A  monopoly  is  an  effective  alternative 
to  a  cartel.  Pohcy  designed  to  enforce  competition  therefore  requires 
strong  legislation  on  monopolies  to  complement  legislation  on  cartels. 

Britain  at  present  lacks  effective  monopoly  legislation.  The  Monopo- 
lies Commission  has  no  power  to  investigate  potential — as  opposed  to 
actual — mergers  or  monopohes,  and  it  is  in  any  case  under-staffed,  with 
the  result  that  its  enquiries  take  a  very  long  time;  moreover,  its  reports 
are  often  ignored  by  Ministers.  Britain  does  not  try  to  ban  mergers  or 
monopohes  as  such,  but  only  those  that  are  found  to  be  operating 
against  the  pubhc  interest.  In  other  words,  a  cartel  is  guilty  unless  it  can 
prove  itself  innocent;  a  monopoly  is  innocent  unless  it  is  proved  guilty. 
The  same  applies  in  the  Common  Market,  though  there  is  the  difference 
that  the  EEC  can  investigate  monopohes  independently  of  member- 
Governments  or  the  Council  of  Ministers,  whereas  the  British  Mono- 
pohes Commission  can  only  investigate  cases  referred  to  it  by  Govern- 
ment. Only  in  the  ECSC  do  mergers  or  concentrations  have  to  receive 
the  prior  approval  of  the  authorities. 

In  the  U.S.  and  Canada,  on  the  other  hand,  mergers  are  regarded  as 
inherently  bad,  and  the  authorities  have  powers — not  always  exercised 
— to  stop  take-overs  and  to  break  up  monopohes.  It  seems  clear  that 
both  Britain  and  the  Six  need  to  move  some  way  towards  transatlantic 
practice.  Plainly  it  would  be  wrong  to  try  to  freeze  the  existing  struc- 
ture of  indu«;try  in  Europe.  One  of  the  main  objects  of  the  Common 
Market  is  to  enable  the  benefits  of  large-scale  production  to  be  reafised, 
and  this  can  only  be  achieved  if  there  is  scope  for  competing  firms  to 
merge.  The  process  of  competition  itself,  as  has  been  pointed  out  many 
times,  kills  competition;  and  technological  trends  increasingly  favour 
large  units.  The  authorities  therefore  need  to  exercise  their  powers  with 
discretion.  But  the  social  and  pohtical  dangers  of  monopoly  are  real 
enough.  I  would  favour  applying  the  rules  of  the  ECSC  to  the  EEC  for 
mergers  and  concentrations  above  a  certain  size,  or  which  would  result 
in  control  of  a  dominant  share  of  the  market.  But  in  any  event  the 
question  of  monopoly  legislation  is  one  which  both  Britain  and  the  Six 
have  to  solve,  and  they  can  probably  solve  it  more  easily  together  than 
separately.  As  in  energy  and  transport  pohcy,  the  issues  are  essentially 
the  same  here  as  there;  there  is  no  basic  confhct  of  national  interest. 

A  related  subject  on  which  British  industry  has  some  anxieties  is 
dumping  from  outside  the  Community.  Here  again,  the  question  is 
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one  of  application  rather  than  of  the  nature  of  the  legislation,  which  is 
on  paper  powerful  enough.  With  increasing  competition  throughout 
the  world,  dumping  could  become  an  increasingly  important  problem 
during  the  sixties.  It  remains  to  be  seen  whether  the  machinery  of  the 
Common  Market  will  be  able  to  cope  effectively. 

COMMON   MARKET   AND   THE   COMMON   MAN 

We  have  now  covered  most  of  the  immediate  problems  of  British 
membership  of  the  Common  Market,  and  we  can  form  a  rough  judg- 
ment on  how  it  is  likely  to  affect  the  man  in  the  street,  and  indeed  the 
British  people  as  a  whole.  The  initial  impact  will  almost  certainly  be  a 
lot  less  dramatic  than  many  people  expect.  The  fundamental  institu- 
tions and  way  of  life  of  the  British  will  be  httle  changed — at  least  in  the 
short  run.  The  housewife  wiU  have  a  greater  range  of  products  to 
choose  from,  but  as  we  have  seen  the  Common  Market  has  made 
comparatively  htde  difference  to  the  consumer  in  the  Six,  and  there  is 
no  reason  to  think  things  will  be  different  here.  Perhaps  the  most  im- 
mediate effect  wiU  be  a  British  decision  to  adopt  the  metric  system  for 
our  currency,  weights  and  measures,  and  temperatures.  Certainly  it  is 
to  be  hoped  that  we  will  do  these  things;  and  even,  perhaps,  change  to 
driving  on  the  right !  It  is  things  Hke  these  which  will,  more  than  any- 
thing else,  symbohse  to  the  ordinary  person  the  change  in  Britain's 
economic  and  pohtical  ahgnments. 

In  our  schools,  there  should  be  a  greater  emphasis  on  the  teaching  of 
languages,  and  more  instruction  in  Continental  history  and  customs. 
Culturally,  it  is  to  be  hoped  that  there  will  be  greater  inter-penetration 
between  Britain  and  Europe.  But  none  of  these  changes  is  a  necessary 
consequence  of  signing  the  Treaty  of  Rome.  In  our  daily  hfe  we  can 
go  on  being  just  as  insular  as  we  choose! 

Harmonisation  of  legislation  is  hkely,  over  the  long  run,  to  involve 
some  changes  in  our  legal  system.  But  none  of  these  is  likely  to  be 
fundamental.  Our  lawyers  will  have  to  learn  to  argue  cases  before  the 
Court  of  Justice  according  to  Continental  law.  But  this  again  is  hardly 
likely  to  prove  a  fundamental  obstacle.  Those  who  beheve,  as  I  do,  that 
the  Enghsh  Common  Law  is  the  best  legal  system  in  the  world,  cannot 
but  be  convinced  that  it  will  in  time  influence  the  institutions  and 
practices  of  the  Six.  (In  any  event,  it  is  an  illusion  to  think  that  our 
daily  Hves  are  dominated  by  the  Common  Law  in  Britain  today.  Our 
daily  lives  are  regulated,  here  as  on  the  Continent,  primarily  by 
Statute  Law.)  The  same  applies  to  the  arrival  of  British  officials  among 
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the  'Eurocrats'  of  Brussels  and  Luxembourg,  and  to  the  getting-to- 
gether  of  British  businessmen,  poUticians  and  trade  unionists  with  their 
opposite  numbers  among  the  Six.  It  is  not  true,  as  many  people  think, 
that  the  Six  have  acquired  already  a  monohthic  sohdarity  and  imity, 
which  renders  them  impervious  to  British  influence,  so  that  in  our 
dealings  with  them  we  will  always  be  one  against  six.  If  that  were  so, 
our  prospects  would  be  gloomy  indeed;  but  it  is  not.  It  is  precisely 
because  the  Six  are  not  united,  because  they  feel  the  need  for  the  extra 
weight  and  stabiHty  which  they  think  Britain  can  provide,  that  they  are 
anxious  to  have  us  in.  And  so  in  all  walks  of  hfe  where  British  and 
Continentals  meet,  there  is  likely  to  be  increasingly  a  two-way  flow  of 
influence  and  mutual  adaptation.  Perhaps  we  will  learn  to  cook  better, 
and  they  to  play  cricket!  By  joining  the  Common  Market  we  are  not 
selling  our  birthright,  but  entering  into  a  marriage  contract,  in  which 
each  partner  gives  something  to,  and  gets  something  from,  the  other.^ 

But  for  there  to  be  influence,  there  must  fust  be  understanding.  And 
there  is  no  denying  that  historically  and  culturally  the  people  of  the  Six 
share  a  heritage  which  is  in  many  ways  different  from  our  own.  In 
particular,  the  British  must  learn  to  live  with  the  Continental  passion 
for  written  constitutions.  This  may  seem  a  trivial  point,  but  it  has  been 
a  source  of  continual  misunderstanding  for  many  years.  The  British 
businessman,  with  his  motto  *My  word  is  my  bond',  is  sometimes 
shocked  to  find  that  his  Continental  counterpart  may  treat  a  verbal 
agreement  more  casually.  Similarly,  British  poHticians  and  civil 
servants  tend  to  regard  constitutional  statements  as  arid  formahsm,  and 
to  look  to  common-sense  for  the  answer  to  problems. 

The  visitor  to  Brussels  soon  finds  that  the  approach  there  is  rather 
different.  The  first  reaction  of  a  'Eurocrat'  on  being  presented  with  a 
problem  is  to  reach  for  his  copy  of  the  Rome  Treaty,  and  study  the 
relevant  passages  with  immense  care  to  see  what  consequences  for 
poUcy-making  can  be  extracted  from  them.  No  doubt  this  is  pardy  due 

^  Throughout  this  chapter  I  have  been  arguing  on  the  assumption  that  Britain 
joins  the  Six  in  isolation.  In  fact,  as  I  made  clear  at  the  beginning,  this  is  a  some- 
what unreal  assiUmption.  She  will  be  joined  almost  certainly  by  Deimiark  and 
Norway,  possibly  also  by  Sweden  and  Switzerland  (with  Eire,  Portugal  and 
probably  Austria  and  Finland  in  some  sort  of  association).  The  Scandinavians,  the 
Swiss  and  the  Irish  share  many  of  the  characteristics  of  the  British,  and  will  there- 
fore powerfully  reinforce  what  might  be  called  the  'Anglo-Saxon'  as  opposed  to 
the  'Continental'  element  in  an  enlarged  European  Community.  Much  of  what 
is  said  here  about  the  British  contribution  to  Europe  applies  equally  to  these 
countries. 
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to  the  fact  that  the  Commission  is  the  appointed  guardian  of  the  Treaty. 
The  Treaty  is,  as  it  were,  the  Commission's  weapon  in  its  ceaseless 
struggle  for  power  with  recalcitrant  member-governments.  But,  more 
than  that,  the  Treaty  is  the  symbol  of  the  new  Europe,  an  expression  of 
the  Continental  love  of  written  constitutions ;  it  is  akin  to  holy  writ, 
and  like  holy  writ  admits  of  the  most  varied  and  elaborate  exegesis. 

At  times,  as  in  the  lengthy  dispute  over  whether  a  pipehne  is  a 
method  of  transport  or  an  industrial  process,  this  type  of  approach 
seems  almost  Scholastic  in  its  pedantry.  And  yet  on  the  answer  depends 
whether  the  French,  or  the  Italians,  can  run  a  pipeline  into  the  heart  of 
the  Ruhr,  and  so  threaten  the  German  coal-mines  with  semi-bank- 
ruptcy !  In  fact,  as  the  British  visitor  soon  discovers,  the  Treaty  is  inter- 
preted in  a  way  wliich  reflects  the  balance  of  political  power  and 
economic  interest,  the  general  good  of  the  community,  and  so  on — 
'common-sense'  in  fact.  It  is  merely  the  process  of  arriving  at  the 
answer  which  sometimes  seems  doctrinaire.  One  suspects  that  it  will 
not  be  long  before  the  British  officials  who  take  posts  in  Brussels  adopt 
the  mental  processes  of  their  Continental  colleagues  on  the  Treaty  and 
its  applications.  But  the  one  thing  which  the  British  must  not  do  is  to 
regard  the  Treaty  as  a  bit  of  'flannel'  and  therefore  irrelevant. 

In  many  ways  the  Treaty  is  in  fact  a  remarkably  flexible  instrument. 
Ideologically,  it  can  admit  of  a  very  wide  range  of  interpretations.  It  is 
quite  untrue,  for  example,  as  many  people  in  the  British  Labour  Party 
seem  to  beheve,  that  it  is  antagonistic  to  pubhc  ownership  or  national 
planning.  It  could  indeed  hardly  be  so,  since  all  the  Six  practice  pubhc 
ownership  in  one  form  or  another.  Italy,  whose  pubhc  sector  represents 
as  big  a  share  of  the  national  economy  as  ours,  is  about  to  embark  on  a 
major  programme  of  further  nationahsation.  France  and  the  Nether- 
lands both  have  national  planning  schemes,  and  France  has  done  far 
more  than  Britain  ever  has  to  use  her  nationahsed  industries  as  a 
weapon  in  economic  planning.  Such  planning  has  been  found  to  be  a 
very  effective  complement  to  the  greater  competition  brought  in  by 
the  Common  Market.  It  is  true  that  certain  forms  of  economic  controls 
practised  by  Britain  in  the  past  would  be  hard  to  reconcile  with  the 
Rome  Treaty;  and  there  are  prohibitions,  as  we  have  seen,  against 
State  monopohes  being  so  operated  as  to  discriminate  against  com- 
petitors from  other  Common  Market  countries.  But  the  field  of 
manoeuvre  left  open  to  a  Socialist  government  is  in  practice  very  wide. 
One  result  of  British  membership  will  undoubtedly  be  closer  liaison 
between  British  businessmen  and  trade  unionists  and  their  Continental 
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colleagues.  We  saw  in  Part  II  that  the  establishment  of  the  Common 
Market  led  to  a  great  increase  in  co-operation  and  contacts  between 
the  industriahsts  of  the  different  countries — some  beneficial  to  the 
Community,  some  less  so.  There  is  no  doubt  that  British  membership 
will  have  the  same  effect — indeed,  in  many  industries  the  process  has 
already  started. 

The  same  thing  is  happening  on  the  trade  union  side,  and  here  the 
consequences  could  be  even  more  significant.  For,  despite  its  internal 
weaknesses,  the  British  trade  union  movement  is  still  by  far  the  strong- 
est, and  in  many  ways  stiU  the  most  respected,  in  Europe.  The  trade 
unions  of  the  Six  have  tended  in  some  ways  to  be  by-passed  in  the 
development  of  the  Common  Market.  It  is  true  that  they  have  been 
consulted  at  all  stages,  but  sometimes  the  consultation  has  been  fairly 
perfunctory,  and  their  views  have  not  always  received  very  serious 
consideration.  One  result  of  British  membership  should  be  to  strength- 
en the  cohesion  and  influence  of  the  trade  unions  in  the  Six,  and  to 
increase  the  effectiveness  of  the  Economic  and  Social  and  Consultative 
Committees. 

Another  result  will  almost  certainly  be  a  gradual  movement  to  co- 
ordinate trade  union  bargaining  policies  and  objectives  in  the  different 
countries.  So  far  as  Britain  is  concerned,  we  may  well  see  an  accelera- 
tion in  the  introduction  of 'fringe'  benefits,  as  part  of  a  process  of  har- 
monising wages  and  social  benefits  throughout  the  Common  Market. 
As  we  have  seen,  labour  costs  are  now  probably  roughly  equal  in 
Britain,  Germany,  France  and  Benelux,  and  catching  up  fast  in  Italy. 
But  the  division  between  money  wages  and  social  benefits  differs  very 
markedly  in  the  different  countries.  In  1959 — and  the  situation  has  not 
changed  significandy  in  this  respect  since  then — social  charges  ac- 
counted for  43  per  cent  of  the  Italian  wage-bill,  compared  to  only  12 
per  cent  of  the  British.  The  French  figure  came  to  34  per  cent,  the 
German  to  3 1  per  cent,  the  Benelux  countries'  to  23-24  per  cent. 

The  reason  for  this  discrepancy  is  diat  social  benefits  on  the  Conti- 
nent are  predominantly  paid  by  industry,  rather  than  by  the  Govern- 
ment. These  benefits  include  such  things  as  social  insurance,  hohday 
pay,  family  allowances,  recreation  and  health  schemes,  meals — and 
sometimes  housing  subsidies.  Some  of  these  benefits  are  fixed  by  law, 
others  by  collective  agreement,  while  some  are  provided  voluntarily 
by  the  employer.  British  workers  have  in  many  cases  fallen  behind  their 
Continental  colleagues  in  the  range  of  fringe  benefits  they  enjoy,  and  it 
seems  reasonable  to  expect  that  there  will  be  a  process  of  'levelhng-up' 
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in  the  various  Common  Market  countries  over  the  next  few  years. 
I  feel  personally  that  such  a  process  w^ould  be  entirely  desirable;  I 
beheve  that  British  unions'  concentration  on  money  wage  claims  and 
neglect  of  fringe  benefits  has  been  a  serious  mistake,  and  I  think  there 
is  a  great  deal  to  be  said  for  transferring  part  of  the  cost  of  financing  the 
Welfare  State  from  the  Budget  to  industry — though  the  State  must 
continue  to  provide  a  national  minimum,  as  it  does  now. 

There  are  certain  other  weaknesses  in  the  Common  Market  as  it  is 
now  constituted,  which  one  hopes  British  membership  may  help  to 
remedy.  Some  people  in  Britain  have  criticised  the  Treaty  of  Rome 
on  the  grounds  that  it  does  not  provide  as  exphcit  a  commitment  to 
fuU  employment  as  the  1944  White  Paper  to  which  both  the  main 
British  pohtical  parties  are  committed.  In  fact  this  hardly  seems  an 
important  line  of  criticism,  as  things  stand  now.  None  of  the  Six  can 
fairly  be  accused  of  pursuing  a  low-employment  pohcy,  and  it  is 
probably  not  being  unduly  cynical  to  argue  that  the  main  guarantee  of 
fuU  employment  in  Britain  is  not  the  1944  White  Paper  but  the  know- 
ledge that  no  government  which  allowed  unemployment  to  grow  on 
a  large  scale  could  expect  to  be  returned  to  office.  And  the  same 
political  pressures  to  full  employment  exist  on  the  Continent  as  they 
do  here.  In  any  case  the  terms  of  the  Treaty,  though  they  may  not 
contain  an  overt  commitment  to  full  employment,  quite  plainly  imply 
it. 

However,  it  would  do  no  harm,  and  it  might  help  to  add  social 
content  to  the  Community,  if  the  member-States  were  to  accept  a 
specific  pledge  to  maintain  full  employment,  suitably  defined  (for 
example,  to  take  account  of  the  special  problem  of  Southern  Italy). 
This  could  be  particularly  important  if,  as  is  possible,  the  pace  of  expan- 
sion slackens  in  the  later  sixties,  and  the  pace  of  technological  change 
— 'automation  and  all  that' — quickens.  In  that  case  Europe  might  find 
itself  with  the  same  sort  of  structural  problem  of  technological  unem- 
ployment as  the  U.S.  In  particular,  the  problem  of  regional  pockets  of 
unemployment  in  peripheral  areas — the  Ulsters  and  SiciHes  of  the 
Community — could  become  more  serious.  There  is  a  case  now  for 
"Stepping  up  the  pace  of  regional  planning  to  cope  v^th  this  sort  of 
eventuahty,  and  since  some  of  the  potentially  vulnerable  peripheral 
areas  are  in  the  U.K.,  this  is  an  issue  of  particular  significance  for  us. 

As  it  happens,  the  European  Parhament  carried  a  resolution  in 
February  1962  calling  for  'the  preparation  of  a  co-ordinated  and 
prompt  reaction  to  special  economic  situations'  and  'the  development 
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of  a  long-term  economic  policy  guaranteeing  a  steady  economic 
growth  of  the  Community'.  The  new  Itahan  Government,  predomin- 
antly Cathohc  but  with  Sociahst  support,  is  making  one  of  its  first 
objectives  the  acceleration  of  economic  development  in  the  backward 
South,  using  for  this  purpose  the  weapons  of  State  planning  and  pubhc 
enterprise.  This  is  the  sort  of  initiative  which  Britain's  representatives 
in  the  Community  should  seek  to  support  and  encourage. 

However,  the  most  important  contribution  Britain  can  make  to 
Europe  is  to  strengthen  and  broaden  the  forces  of  democracy  within 
the  Community,  and  give  it  greater  stability.  As  everybody  knows, 
democracy  is  still  a  tender  plant  on  the  Continent  of  Europe,  Britain, 
with  her  traditions  of  personal  freedom,  of  Habeas  Corpus  and  respect 
for  the  individual  and  the  rule  of  law — Britain  above  all  can  give 
European  democracy  the  roots  and  the  strength  it  needs.  With  this  we 
come  to  the  heart  of  the  problem  of  Europe.  But  to  discuss  it  involves 
a  look  into  the  future  of  the  Community,  an  investigation  of  the  out- 
lines of  the  emerging,  but  still  wraith-like.  United  States  of  Europe. 
That  is  the  subject  of  the  next  chapter. 
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CLOSER  union:  finance    • 

The  FURTHER  integration  of  Europe  has  three  main  aspects:  finance, 
defence,  and  poHtics,  In  the  financial  field  it  is  becoming  increasingly 
clear,  as  was  shown  in  Part  II,  that  the  pohcies  and  problems  of  indivi- 
dual countries  cannot  fail  to  impinge  on  others,  and  so  on  the  stability 
of  the  EEC  as  a  whole — and  pressures  to  harmonise  policy  within  the 
Community  are  therefore  growing,  and  are  likely  to  grow  still  further 
as  time  goes  on.  Britain,  the  country  with  the  most  complex  inter- 
national financial  relationships — and  at  present  Europe's  shakiest  major 
economy — is  pecuharly  involved  in  these  pressures. 

First,  there  are  increasing  pressures  to  harmonise  fiscal  policy,  to 
prevent  distortions  of  trade.  These  pressures  on  the  Continent  happen 
to  coincide  with  a  growing  feeling  in  this  country — in  my  view  entirely 
justified — that  our  whole  system  of  taxation  needs  to  be  overhauled, 
and  readjusted  on  something  hke  Continental  lines:  not  simply  to 
bring  us  into  line  with  the  Six,  but  because  their  fiscal  policy  is  on  the 
whole  more  appropriate  to  our  present  needs  than  ours  is. 

I  have  already  said  that  I  approve  of  the  European  fashion  of  using 
industry  to  finance  extensions  of  the  Welfare  State,  and  I  hope  the 
trend  catches  on  here.  A  second  major  characteristic  of  the  tax  struc- 
tures of  all  the  Six  is  their  rehance,  in  some  form  or  other,  on  a  general 
turnover  tax;  this  is  in  contrast  to  the  British  system  of  purchase  tax, 
which  because  it  falls  on  a  much  more  hmited  range  of  goods  is  inevit- 
ably more  discriminatory,  and  has  to  be  levied  at  much  higher  rates. 
By  specifically  exempting  exports  from  the  general  turnover  tax,  the 
Continental  countries  are  able  to  give  their  export  industries  a  useful 
incentive  without  falling  foul  of  any  of  the  international  prohibitions 
against  export  subsidies.  I  think  it  is  not  entirely  coincidental  that  the 
export  trade  of  the  Six  has  been  noticeably  more  buoyant  than  our 
own  in  recent  years. 

There  are  other  aspects  of  the  tax  structure  of  the  Six  which  I  think 
Britain  could  usefully  copy — for  example,  the  separate  company  tax 
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(all  capital  gains  by  companies  are  treated  as  taxable  income),  and  the 
faster  rate  of  depreciation  allowed  for  tax  purposes,  which  encourages 
capital  investment.  Again,  the  Six  operate  a  system  of  inheritance  taxes 
in  place  of  our  estate  duty ;  the  liability  to  this  tax  varies  according  to 
the  degree  of  relationship  to  the  deceased. 

It  seems  highly  desirable  that  Britain  should  try  to  bring  her  tax 
structure  more  closely  into  line  with  the  Six  forthwith,  concentrating 
particularly  on  the  replacement  of  purchase  tax  by  an  'added-value' 
turnover  tax  from  which  exports  are  excluded.  That  having  been  done, 
it  seems  only  common  sense  to  press  ahead  as  fast  as  possible  with  a 
general  harmonisation  of  tax  structures  within  the  European  Com- 
munity. 

Fiscal  pohcy  is  one  of  the  four  main  ways  in  which  a  country  regu- 
lates its  economy.  The  second — controls — ^we  have  already  briefly 
glanced  at;  we  have  seen  that  while  there  is  no  ban  on  controls  in  the 
EEC  as  such,  controls  which  would  distort  competition  within  the 
Common  Market — for  example,  if  a  member-country  imposed  import 
or  exchange  controls  unilaterally — would  certainly  be  frowned  on. 

The  third  main  weapon  in  a  State's  economic  armoury  is  monetary 
pohcy,  or  manipulation  of  the  rate  of  interest.  Here  again,  there  are 
increasing  pressures  within  the  EEC  for  a  harmonised  interest  rate 
pohcy  throughout  the  area.  We  have  been  finding  in  Britain  that 
changes  in  monetary  pohcy  can  have  highly  embarrassing  international 
imphcations.  If  one  country  tries  to  cover  an  adverse  balance  of  pay- 
ments by  raising  its  interest  rate  higher  than  its  neighbours,  it  at  once 
attracts  an  inflow  of  speculative  short-term  capital  or  'hot  money'. 
This  'hot  money'  adds  no  real  strength  to  the  country's  economy, 
because  as  soon  as  the  interest  rate  premium  goes  it  will  go  too.  But  it 
upsets  the  payments  position  of  those  countries  from  which  it  has 
flown,  who  are  naturally  annoyed.  Because  of  the  internationally  un- 
settling nature  of  'hot  money'  flows,  it  looks  as  if  monetary  pohcy 
changes  as  a  major  weapon  of  economic  adjustment  may  be  on  their 
way  out,  and  that  the  nations  of  the  world  may  seek  from  now  on  to 
harmonise  their  interest  rates  more  closely  than  in  the  past.  Certainly 
this  looks  hke  being  the  case  in  Europe. 

This  leaves  us  with  only  one  major  weapon  of  economic  adjustment 
— namely,  fluctuations  in  the  exchange  rate:  devaluation  or  revalua- 
tion. Once  again,  this  is  a  weapon  with  grave  international  implications, 
in  that  it  upsets  the  whole  delicate  equihbrium  of  international  currency 
relationships,  and  weakens  confidence  in  the  international  payments 
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mechanism.  It  is  a  far  more  drastic  step,  obviously,  than  short-term 
changes  in  interest  rates.  On  the  other  hand,  if  a  country's  currency  is 
plainly  over-valued  or  imder-valued,  there  is  obviously  no  point  in 
maintaining  permanently  a  'phoney'  rate  of  exchange  just  to  avoid 
unpleasantness. 

These,  then,  are  the  four  main  economic  weapons  at  the  disposal  of 
national  governments.  Use  of  any  one  of  them  may  eause  difficulties  to 
other  States.  Let  us  now  take  the  argument  a  httle  nearer  home,  and 
consider  the  hkely  position  of  Britain  on  joining  the  Common  Market. 

Until  a  short  while  ago  it  was  generally  thought  on  the  Continent 
that  sterling  was  over-valued,  and  that  the  shock  of  entering  the 
Common  Market  might  force  a  devaluation  of  the  pound.  Now  this 
looks  less  hkely,  but  economic  difficulties  for  sterling  at  some  stage  in 
the  next  few  years  clearly  cannot  be  ruled  out.  The  strength  of  sterling 
is  therefore  one  of  the  factors  that  the  negotiators  at  Brussels  must  take 
into  accoimt  when  considering  the  conditions  of  British  entry.  Europe, 
in  other  words,  must  assume  some  degree  of  responsibifity  for  sterling, 
because  of  the  effects  which  a  change  in  the  value  of  the  pound  would 
have  on  the  rest  of  Europe.  In  the  same  way,  in  weighing  up  the  pros 
and  cons  of  devaluation,  the  British  authorities  have  to  take  into  ac- 
count the  effect  of  any  action  on  the  Six,  if  only  because  their  reaction 
may  affect  our  future  position  within  the  European  Community.  The 
problem  of  sterling  is  therefore  not  only  a  national  one;  it  is  an  inter- 
national problem,  and  particularly  a  European  one. 

It  foUows  that  there  must  be  close  and  intimate  contact  between  the 
British  Government  and  the  EEC  Monetary  Committee,  Britain  must 
consult  the  Committee  before  taking  any  action  which  would  adversely 
affect  her  partners,  and  must  take  their  advice  if  she  possibly  can  when 
framing  her  economic  pohcies.  On  the  other  hand,  she  cannot  re- 
nounce the  right  to  take  action  in  a  crisis.  If  the  Six  want  to  minimise 
the  risk  of  embarrassing  imilateral  action  by  Britain^ — of  which  sterHng 
devaluation  is  only  one,  though  the  most  dramatic,  possibility — 
then  they  must  plainly  be  prepared,  if  necessary,  to  put  up  an 
alternative.  And  the  obvious  method  is  a  stand-by  credit  or  similar 
accommodation . 

Of  course,  there  is  nothing  very  new  in  this.  The  interdependence 

of  currencies  is  not  a  new  phenomenon;  the  closer  integration  of 

economies  through  the  EEC  merely  dramatises  and  accentuates  it,  and 

— more  important — provides  a  means  of  doing  something  constructive 

^  They  cannot  hope  to  avoid  it  altogether — see  below,  p.  222. 
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about  it.  The  'Basle  agreement'  of  1961,  under  which  the  European 
central  bankers  agreed  unofficially  to  support  each  other's  currencies, 
was  an  excellent  example  of  ad  hoc  co-operation  to  ensure  international 
stability.  On  more  than  one  occasion  since  the  war,  Britain — among 
other  countries — has  had  recourse  to  loan  or  standby  facihties  from  the 
International  Monetary  Fund.  The  summer  of  1961  was  the  most 
recent  example.  And  to  those  who  protest  that  in  entering  the  Com- 
mon Market  Britain  is  putting  her  economic  policy  at  the  mercy  of  a 
clique  of  deflation-minded  capitalist  bankers,  it  is  fair  to  point  out  that 
that  is  exactly  the  situation  that  obtains  now — and  will  go  on  doing  so 
until  the  British  economy  becomes  strong.  Creditors  will  always  call 
the  tune.  When  the  'httle  Budget'  was  introduced  on  July  25,  1961,  the 
voice  was  the  voice  of  Selwyn  Lloyd  but  the  hand  looked  remarkably 
like  that  of  Dr.  Per  Jacobsson. 

Ultimate  control  over  national  financial  pohcies  must,  it  would 
seem,  increasingly  pass  out  of  national  hands  into  those  of  international 
committees.  The  power  of  the  EEC  Monetary  Committee  seems  bound 
to  grow — and  should  grow;  and,  because  of  the  growing  interdepend- 
ence of  the  North  Atlantic  currencies  and  economies,  the  role  of  the 
OECD  also  seems  bound  to  become  more  important.  This  does  not 
mean  that  a  country  cannot  follow  its  own  bent  in  such  things  as 
planning  for  growth,  social  welfare,  distribution  of  industry,  and  a 
thousand  other  things.  It  merely  means  that  it  cannot  do  these  things 
at  the  expense  of  its  neighbours,  and  that  it  must  pay  its  way.  If  it  earns 
a  surplus,  what  it  does  with  that  surplus  is — within  the  broad  limits  of 
the  Rome  Treaty,  and  provided  it  contributes  its  fair  share  to  the 
common  task  of  international  aid  and  investment — its  own  affair. 

I  do  not  mean  to  suggest  that  fiscal,  monetary  and  exchange  rate 
pohcy  at  national  level  should  all  be  frozen  into  immobility  from 
henceforth,  just  because  any  changes  are  likely  to  upset  one's  parmers. 
Obviously  if  a  country  has  a  persistent  deficit,  it  is  in  everybody's 
interest  that  something  should  be  done  to  cure  it.  Harmonisation  of  the 
basic  tax  structure  throughout  the  Community  obviously  does  not 
mean  that  in  all  countries  the  same  tax  should  be  applied  at  the  same 
rate.  That  would  be  unnecessarily  rigid.  It  means  only  that  the  different 
countries  should  use  the  same  broad  fiscal  weapons,  and  raise  taxes 
from  the  same  broad  sources.  Again,  if  one  country's  exchange  rate  is 
out  of  line,  it  is  obviously  better  that  the  adjustment  should  be  carried 
out  as  a  single  isolated  operation,  instead  of  setting  off — as  these  things 
tend  to  today — a  chain  reaction  which  defeats  the  object  of  the  exercise. 
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And  this  can  best  be  achieved  inside  the  Common  Market  by 
prior  (though  necessarily  secret)  consultation  with  the  Monetar)'^ 
Committee. 

Has  the  time  now  come  to  consider  a  new  'great  leap  forward',  by 
institutionalising  this  trend  towards  interdependence  and  supra-national 
control  of  national  financial  policies  in  Europe  ?  Does  not  the  logic  of 
events  point  towards  a  common  reserve  bank  for  the  whole  EEC,  on 
the  lines  of  the  Federal  Reserve  Bank  system  in  the  U.S.?  This,  as  we 
have  seen,  was  proposed  in  1961  by  Jean  Mormet's  Action  Committee, 
and  in  April  1962  the  Economic  and  Financial  Committee  of  the 
European  Parliament  passed  a  draft  resolution  to  the  same  effect.  What 
is  proposed  is  that  the  central  banks  of  the  member-countries  should 
hand  over  a  fixed  proportion  of  their  reserves  to  a  central  reserve  fund. 
This  proportion  should  be  steadily  increased,  until  eventually  all  the 
reserves  of  the  Common  Market  countries  are  held  by  a  central  bank 
under  supra-national  control.  The  individual  countries  would  of  course 
have  accounts  with  the  central  bank,  their  initial  drawing  rights 
corresponding  to  what  they  had  paid  in.  But  of  course,  if  the  central 
bank  agreed,  there  would  be  nothing  to  stop  one  country  running  a 
temporary  overdraft  at  another's  expense.  The  system  would  work  in 
fact  like  the  sterhng  area  system,  except  that  there  would  be  a  greater 
degree  of  central  control  to  keep  it  solvent.  Also — unhke  the  sterling 
area — the  central  banker  would  not  start  off  his  hfe  with  more  habihties 
than  assets ! 

Plainly,  the  progressive  unification  of  Common  Market  reserves 
would  of  itself  impose  greater  integration  of  national  fmancial  pohcies. 
Eventually,  the  separate  national  currencies  would  be  merged  in  a 
single  European  currency,  and  the  central  monetary  authority  would 
levy  its  own  taxation.  This  is  looking  rather  far  ahead,  but  the  creation 
of  a  common  reserve  fund  is  a  necessary  first  step.  It  would  institution- 
alise the  process  of  economic  co-operation  which,  as  we  have  seen,  is 
increasingly  taking  the  place  of  'beggar-my-neighbour'  autarky  on  the 
European  financial  scene. 

There  is  however  one  awkward  feature.  Central  bankers  the  world 
over  tend  to  be  cautious  and  rather  rigidly  orthodox  in  their  financial 
views.  And  the  Europeans,  despite  the  expansionist  philosophies  of 
their  countries  in  recent  years,  are  certainly  no  exception.  Despite  the 
spread  of  economic  enhghtenment  in  recent  years,  their  attitude  to  a 
country  in  balance-of-payments  difficulties  might  still  tend  to  be  an 
unnecessarily  deflationist  one.  It  would  be  a  bad  thing  for  the  European 
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Community  if  bankers  acquired  too  great  a  control  over  its  destinies 
— and  it  would  perhaps  be  particularly  disastrous  for  Britain,  whose 
great  need  is  for  more  expansion  but  whose  payments  position  may  be 
weak,  for  a  variety  of  reasons,  for  some  time  to  come. 

There  are,  I  think,  two  answers  to  this.  First,  as  Professor  Meade  has 
suggested  in  his  Hobart  Paper,  U.K.,  Commonwealth  and  Common 
Market,  Britain  should  refuse  to  accept  any  commitment  not  to  devalue 
during  the  interim  phase  of  adjustment  to  the  conditions  of  Common 
Market  membership — though  she  should,  as  I  have  suggested  above, 
consult  very  closely  with  the  Monetary  Committee  before  taking  any 
action;  and  one  would  hope  that  enough  assistance  would  be  available 
from  the  Six  to  make  it  unnecessary.  But  the  right  must  be  reserved, 
until  a  stage  is  reached  at  which  Europe  can  begin  thinking  in  terms  of 
a  common  currency  (which  would  of  course  make  exchange  rate 
adjustments  in  individual  countries  impossible). 

Second,  an  exphcit  EEC  commitment  to  a  pohcy  of  fuU  employment 
— discussed  in  the  previous  chapter — might  help  to  offset  any  defla- 
tionary bias  which  the  creation  of  a  common  reserve  fund  might  have. 
That  is  why  the  time  may  now  be  appropriate  for  the  Community  to 
take  such  a  pledge — apart  from  the  poHtical  and  psychological  advant- 
ages it  would  have  in  reconciUng  British  Labour  to  Common  Market 
membership. 

How  would  Britain  be  aflfected  by  these  developments  ?  Clearly,  the 
position  of  sterling  would  be  transformed,  hi  the  first  place,  as  a  mem- 
ber of  the  Common  Market  Britain  will  be  expected  to  offer  citizens 
of  the  Six  the  same  freedom  of  capital  movement  as  members  of  the 
overseas  sterling  area  now  have.  We  will  be  expected  to  dismande  our 
remaining  restrictions  on  the  movement  of  foreign  funds  into  and  out 
of  British  securities.  If  we  abohsh  these  restrictions  for  Europeans,  can 
we  go  on  applying  them  discriminatorily  to  Americans  and  other 
foreigners?  It  seems  unhkely.  And  this  means  a  further  extension  of 
sterHng  convertibihty,  with  consequently  greater  vulnerability  in  times 
of  economic  crisis. 

This  would  put  another  nail  in  the  coffin  of  independent  sterhng 
viabiUty.  We  saw  in  Part  I  how  Britain's  heavy  weight  of  indebtedness 
has  hampered  her  effectiveness  as  a  world  banker,  by  making  her 
terribly  vulnerable  to  speculation  when  foreigners  lose  confidence  in 
her  currency.  Her  industrial  weakness  in  relation  to  her  commitments 
has  meant  that  confidence  is  always  in  fact  somewhat  precarious.  In 
order  to  maintain  confidence  Britain  has  had  to  adopt  a  slower  rate  of 
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growth,  putting  a  stable  pound  before  a  faster  rate  of  expansion.  This 
in  turn  has  kept  our  economy  weaker  than  it  would  otherwise  have 
been.  Britain,  in  other  words,  has  been  caught  in  a  vicious  circle,  from 
wliich  she  has  never  been  able  really  to  break  free. 

This  weakness  has  affected  the  rest  of  thesterhng  area  too.  The  other 
sterhng  countries  hold  their  central  reserves  in  a  system  which  has  a  bad 
exchange  risk,  and  which  because  of  its  weakness  is  unable  to  provide 
adequate  lending  facilities.  Britain  is  in  the  position  of  a  banker  who 
cannot  afford  to  give  an  overdraft,  and  who  can  afford  comparatively 
little  in  the  way  of  long-term  loans.  This  is  merely  another  way  of 
saying  that  we  lack  the  strength  to  carry  out  the  international  fmanciai 
responsibilities  we  have  assumed,  with  the  result  that  the  sterling  area 
is  a  basically  unstable  fmanciai  and  economic  bloc. 

The  creation  of  a  common  European  reserve  fund  offers  Britain  a 
unique  way  out  of  this  dilemma,  and  one  which  would  help  the  other 
sterling  area  countries  too.  One  obvious  approach  would  be  for  the 
reserve  fund  to  start  off  by  acquiring  the  sterhng  reserves  of  the 
member-countries,  together  with  a  proportion  of  their  gold  and  dollar 
reserves.  Britain  would  not  only  contribute  a  proportion  of  her  gold 
and  dollar  reserves,  but  would  also  hand  over  to  the  central  reserve  her 
sterling  balances — that  is,  the  reserves  of  the  sterhng  area  countries.  In 
other  words,  Britain's  habilities  to  her  sterhng  area  partners  would 
be  taken  over  by  the  new  European  central  bank.  Britain,  in  place 
of  these  habihties,  would  acquire  a  long-term  debt  to  the  central 
reserve.^ 

Of  course,  such  a  solution  could  not  be  imposed  on  our  sterhng  area 
partners  against  their  will.  They  would  have  to  be  given  the  choice  of 
adopting  this  procedure  or  making  alternative  arrangements.  But  the 
sterling  area  system  as  such  would  be  wound  up  as  a  separate  entity, 
being  merged  in  a  new  European  currency  area.  The  new  bloc  should 
have  much  more  cohesion  than  the  old,  for  the  central  banker  would 
have  many  more  resources  and  a  greater  base  of  industrial  strength  at 
his  disposal.  The  new  system  should  prove  an  excellent  mechanism  for 
channelling  European  investment  and  aid  to  needy  Commonwealth 

^  This  scheme,  as  Robert  Neild  points  out  in  an  interesting  article  in  Time  and 
Tide  (February  ist,  1962),  really  represents  an  application  of  the  TrifFin  Plan  on 
a  regional  scale.  Neild  suggests  that  in  exchange  for  their  surrendered  reserves, 
the  national  banks  should  be  given  deposits  in  a  new  unit  to  be  called  a  'Europa'. 
The  central  fund  should  have  the  power  to  create  more  reserves  as  and  when 
necessary.  It  should  in  fact  act  like  an  embryo  international  central  bank. 
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countries,  and  there  would  be  a  very  much  smaller  risk  of  exchange 
depreciation  than  there  is  for  sterling  holders  today.  The  Habihties  of 
sterhng  would  become  a  European  responsibihty,  rather  than  just  a 
British  one.  Britain  would  acquire  a  greater  freedom  of  economic 
manoeuvre,  and  the  world  as  a  whole  a  greater  degree  of  international 
monetary  stability. 

Between  them,  the  pound  and  the  dollar  have  up  to  now  shared  the 
responsibihty  of  financing  world  trade.  The  dollar  has  had  strong 
enough  shoulders  to  bear  this  burden — -just.  The  pound  has  not.  It  has 
continually  staggered  beneath  it.  The  two  industrial  and  economic 
poles  of  the  free  world  are  the  U.S.  and  a  United  Europe — poles  of 
roughly  equal  strength.  It  is  fitting  that  the  monetary  organisation  of 
the  western  world  should  be  readjusted  to  reflect  its  basic  economic  and 
industrial  structure.  Britain's  entry  into  the  Common  Market  offers  a 
unique  opportunity  to  do  this. 

Although  it  has  been  plain  for  some  time  that  the  sterhng  area 
system  has  become  a  source  of  weakness  rather  than  of  strength  to 
Britain,^  such  a  radical  change  will  not  be  universally  welcomed  here. 
Like  the  Commonwealth,  the  sterling  area  has  become  an  international 
status  symbol  for  Britain.  Moreover,  it  has  provided  the  City  of  Lon- 
don with  a  good  deal  of  useful  income.  The  City  has  always  been 
orientated  towards  the  Commonwealth  and  sterhng  area,  rather  than 
towards  Europe.  This  will  need  to  change  rapidly  once  Britain  is  in 
the  Common  Market,  if  London  is  to  become — as  it  should — the 
Community's  financial  centre.  Fortunately  most  of  the  necessary 
changes  are  now  beginning  to  be  made.  British  merchant  banks  are 
forging  hnks  with  Continental  syndicates.  As  The  Times  put  it  ('Lon- 
don's Role  in  Europe',  July  27th,  1961) —  'London  has  the  skill,  the 
experience  and  an  array  of  financial  institutions  unrivalled  anywhere  in 
the  world.  But  there  is  a  shortage  of  capital  and  trade  finance  continues 
to  be  exceptionally  dear.  Continental  centres,  on  the  other  hand,  while 
lacking  the  institutional  framework,  can  supply  cheaper  trade  credit 
and,  increasingly,  a  growing  volume  of  capital.  The  question  is  whether 
the  two  can  be  merged  in  a  way  that  is  profitable  to  both'.  If  this  can 
be  done,  the  City  of  London  should  gain  business  from  the  merger 
of  the  sterling  area  system  with  the  Common  Market,  rather  than 
lose  it. 

To  sum  up,  tlie  prospect  of  a  common  fuiaucial  reserve  for  the 

1  See  for  example  Andrew  Shonfield's  British  Economic  Policy  Since  the  War 
(Penguin,  1958). 
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European  Community,  leading  eventually  to  a  common  European 
currency  and  an  integrated  financial  policy,  offers  a  unique  opportunity 
to  Britain  and  to  her  sterling  area  partners  to  put  their  financial  struc- 
ture on  a  more  sohd  basis.  In  March  1961  the  Six  held  $16,000  milhon 
of  reserves  against  short-term  liabiUties  of  $2,000  miUion — a  net  reserve 
of  $14,000  million.  Britain's  reserves  stood  at  $3,000  miUion,  against 
which  she  had  short-term  liabilities  (representing,  inter  alia,  the  reserves 
of  the  rest  of  the  sterhng  area)  of  $10,900  miUion — a  net  reserve  of 
mitius  $7,900  miUion.  These  figures  speak  for  themselves.  The  Hquida- 
tion  of  the  sterling  area  system  in  its  present  form  represents  one  of  the 
biggest  potential  benefits  Britain  could  gain  from  Common  Market 
membership,  and  one  for  w^hich  it  is  worth  making  sacrifices.  In  the 
financial  sphere,  therefore,  Britain's  interest  emphaticaUy  hes  in  pres- 
sing forward  to  the  United  States  of  Europe  as  fast  as  possible. 

CLOSER  union:  defence 
The  question  of  Europe's  defence  has  been  inextricably  intertwined 
with  the  question  of  European  integration  ever  since  1945.  Europe's 
vulnerabihty  to  Soviet  power  was  one  of  the  motivating  forces  behind 
the  original  urge  for  unity,  and  one  of  the  reasons  why  it  has  consist- 
ently attracted  such  support  from  the  U.S.  The  failure  of  the  EDC, 
however,  has  left  the  Six  without  any  common  organisation  for 
defence  other  than  NATO,  where  they  are  in  a  minority  and  where  the 
U.S.  is  emphatically  the  senior  partner.  French  jealousy  of  American 
domination  has  caused  a  great  deal  of  friction  in  NATO,  and  the  lack 
of  any  supra-national  powers  to  force  member-countries  to  co-ordinate 
their  poUcies,  or  even  to  honour  their  commitments,  has  weakened  its 
effectiveness.  Has  the  time  come  to  try  to  revive  the  idea  of  a  European 
Defence  Community? 

Britain,  as  we  have  seen,  has  for  most  of  the  postwar  period  sought 
to  avoid  supra-national  integration  of  her  armed  forces.  She  refused  to 
join  the  EDC,  made  the  minimum  commitments  needed  for  the 
WEU,  and  at  great  expense  made  herself  into  the  world's  third  inde- 
pendent nuclear  power.  Since  1959,  however,  it  has  become  increasing- 
ly apparent  that  the  costs  of  Great  Power  miUtary  status  are  beyond  us. 
The  decision  to  abandon  the  Blue  Streak  rocket  programme  in  i960 
left  us  with  no  effective  independent  means  of  delivering  our  H-bombs, 
other  than  the  V-bombers.  Wc  thus  became  dependent  on  U.S.  good- 
will for  rocket  delivery  of  our  own  'independent'  deterrent.  Similarly, 
cutbacks  have  had  to  be  made  in  other  sectors  of  Britain's  defence  pro- 
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gramme — notably  in  aircraft  manufacture — because  of  the  prohibitive 
cost  of  modem  weapons. 

Recognition  of  these  facts  played  a  big  part  in  turning  Britain's 
attention  to  the  possibihty  of  closer  integration  with  the  Six  in  i960 
and  1961.  Together  with  the  coUapse  of  the  Paris  Summit  meeting  in 
i960,  they  revealed  more  clearly  than  ever  before  the  hmits  of  British 
power  and  influence  in  the  modem  world.  Second,  they  set  British 
minds  working  on  the  possibihty  of  spreading  the  costs  of  defence  by 
more  co-operation  and  integration  with  Europe.  The  costs  of  effective 
defence,  it  had  been  found,  were  beyond  the  capacity  of  any  single 
nation  outside  the  U.S.  and  Russia.  'Interdependence'  and  'integration' 
thus  became  the  key  words  in  mihtary  planning. 

Unfortunately,  at  the  time  when  Britain  was  turning  hopefully  to 
the  Continent  with  ideas  of  'Europeanising'  the  defence  programme, 
France  had  already  set  out  on  the  same  nationahstic  path  which  Britain 
had  been  treading  since  1945.  At  enormous  cost,  France  is  duphcating 
the  efforts  of  the  U.S.  and  Britain  in  seeking  to  become  the  world's 
fourth  independent  nuclear  power.  This  effort  adds  nothing  to  the 
strength  of  the  West.  Apart  from  its  wastefulness,  it  increases  the  risks 
of  world  war — the  more  nations  develop  their  ov^m  H-bombs,  the 
harder  it  is  to  achieve  effective  agreement  on  the  control  of  nuclear 
weapons — and  the  hazards  to  health  through  radiation.  The  French 
atomic  bomb  is  an  unmitigated  disaster,  for  which  no  good  thing  can 
be  said.  But  in  developing  her  own  H-bomb,  France  is  simply  follow- 
ing the  example  set  by  Britain;  and  others  will  follow  after  if  she 
succeeds.  Already  Western  Germany  is  beginning  to  agitate  for  her 
own  nuclear  weapons. 

The  best  way  of  stopping  this  dance  of  death  is  for  Britain  to  take 
the  lead  in  offering  to  'Europeanise'  her  own  nuclear  capacity.  Such  an 
offer  should  form  part  and  parcel  of  a  detailed  programme  of  military 
integration  among  the  European  countries,  designed  to  re-create  the 
abortive  European  army.  In  the  field  of  mihtary  equipment,  as  in  the 
field  of  trade,  far  more  speciahsation  and  standardisation  is  needed  to 
secure  economies  of  production  and  efficiency  of  operation.  Obviously 
Europe  cannot  support  three  or  four  major  aircraft  industries;  one  is 
enough.  And  the  same  goes  for  other  items  of  defence  equipment,  if 
Europe  is  to  free  herself  from  her  present  dependence  on  America. 
This  requires  a  central  supra-national  procurement  organisation  work- 
ing to  a  centrally-agreed  plan. 

Supra-national  control  is  also  required  to  ensm"e  that  the  burden  of 
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common  defence  is  equitably  shared  among  the  member-nations,  both 
in  terms  of  their  financial  contribution  and  their  conditions  of  military 
service. 

NATO  is  not  an  effective  instrument  for  this  purpose.  It  lacks  both 
the  pohtical  unity  w^hich  would  induce  members  to  make  the  sacrifices 
of  sovereignty  required,  and  the  powers  of  discipline  to  enforce  them. 
Congress  would  certainly  not  be  prepared  to  concede  to  a  NATO 
pohtical  organisation  power  over  the  deployment  of  American  forces 
or  over  the  U.S.  nuclear  armoury.  And  NATO  is  rent  by  the  internal 
feuding  of  the  French,  who  are  not  prepared  to  integrate  their  forces 
more  than  is  absolutely  necessary  into  a  supra-national  organisation 
dominated  by  Anglo-Saxons.  For  these  reasons,  proposals  to  turn 
NATO  as  such  into  a  nuclear  power  seem  quite  unrealistic. 

At  present  the  Six  are  in  a  minority  in  NATO.  But  if  Britain  were 
to  throw  in  her  lot  decisively  with  Europe,  the  picture  would  change 
dramatically.  It  would  then  become  possible  to  build  up  a  new  Euro- 
pean Defence  Organisation,  with  its  own  Anglo-French  nuclear 
capacity,  no  longer  overwhelmingly  dependent  on  the  U.S.  That 
should  appeal  to  General  de  Gaulle,  whatever  his  emotional  antipathy 
towards  international  armies.  It  should  be  possible,  therefore,  to  re- 
constitute NATO  eventually  on  a  healthier  basis  as  a  joint  aUiance 
between  two  equals — America  and  Europe — in  place  of  the  present 
unsatisfactory  relationship  of  rather  mutinous  dependence.  (This  leaves 
out  of  account  the  position  of  Canada  as  an  independent  NATO 
member,  but  in  view  of  her  close  relations  with  both  Britain  and  the 
U.S.  this  is  not  hkely  to  give  rise  to  any  special  difficulties.) 

Such  an  arrangement  would  give  Europe  an  insurance  pohcy  against 
the  danger  that  at  some  future  time,  in  an  age  of  inter-continental 
baUistic  missiles,  the  U.S.  might  conceivably  pull  out  of  Europe  and 
retreat  into  a  'Fortress  America'.  It  would  enable  Europe  to  re-arm 
efficiently  and  economically.  It  would  help  to  stop  the  dangerous 
spread  of  independent  national  nuclear  forces.  And  it  would  end  the 
present  tensions  which  hmit  the  effectiveness  of  NATO. 

This  does  not  mean  that  a  European  Defence  Organisation  could 
afford  to  dispense  with  the  American  aUiance,  or  that  it  should  try  to 
'<luphcate  U.S.  mihtary  resources.  Europe  will  never,  by  reason  of 
geography,  be  as  viable  an  atomic-age  unit  as  either  Russia  or  America. 
Her  vulnerabiHty  to  nuclear  war  will  always,  one  imagines,  be  greater. 
In  any  event,  for  Europe  to  try  to  build  up  a  fully  integrated  defence 
force  with  nuclear  capability  in  complete  independence  of  the  U.S. 
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would  be  grotesquely  wasteful.  Europe  and  America  must  continue  to 
co-ordinate  their  military  effort  as  closely  as  possible.  One  reason  for 
advocating  a  European  Defence  Organisation  is  that  this  might  make 
such  co-ordination  more  politically  acceptable  to  at  least  some  of  the 
Europeans  than  it  is  today.  One  would  like  to  see  Europe  in  fact  dis- 
pensing with  nuclear  armaments  of  her  own  altogether;  but  this,  un- 
fortunately, does  not  seem  to  be  a  practical  possibihty  as  yet. 

A  European  Defence  Organisation  can  hardly  be  created  overnight. 
Indeed,  closer  union  on  defence  really  imphes  and  requires  closer 
political  union  as  a  prior  condition.  (This  was  one  of  the  mistakes  made 
by  the  original  advocates  of  EDC,  to  put  defence  before  pohtical  unity 
rather  than  the  other  way  round.)  For  many  of  the  potential  members 
of  the  new  EDC  would  have  important  mihtary  commitments  outside 
Europe.  This  apphes  obviously  both  to  Britain  and  to  France,  and — 
though  probably  not  for  much  longer — to  the  Netherlands  in  Irian. 
Worst  of  all,  what  about  Portugal?  If  the  nations  of  Western  Europe 
are  to  pool  their  armed  forces  and  defence  organisations,  there  must 
plainly  be  some  central  pohtical  direction  which  can  determine  in  what 
conditions  the  forces  of  Europe  can  be  used.  Otherwise  we  might  find 
ourselves  committed,  say,  to  defending  Portuguese  interests  in  Angola, 
or — even  worse — conceivably  being  asked  to  support  a  Portuguese 
attempt  to  re-take  Goa.  The  needs  of  defence,  like  the  needs  of  finance 
and  economics,  bring  us  back  inexorably  to  the  central  question  of 
European  integration — namely,  the  nature  and  extent  of  her  future 
political  unity. 

CLOSER  unity:  politics 
As  we  saw  in  Part  II,  the  pohtical  future  of  the  European  Community 
is  now  in  dispute  between  the  'Europeans'  and  the  French  partisans  of 
L'Europe  des  patries.^  Outside  France,  the  Benelux  countries  are  heavily 
committed  to  a  'European'  solution,  while  Italy  too  leans  in  this  direc- 
tion. Western  Germany  also  tends  to  favour  this  form  of  solution,  but 
Dr.  Adenauer  is — as  always — ready  to  go  further  than  most  of  his 
fellow-countrymen  to  appease  France.  Given  the  importance'  of  the 
issue,  and  the  strength  of  views  on  both  sides — and  given  also  the  veto 
powers  enjoyed  by  individual  countries — it  seems  likely  that  the  issue 
will  still  be  in  dispute  by  the  time  Britain  signs  the  Rome  Treaty.  It  is 
therefore  important  for  the  British  to  decide  what  their  attitude  should  be. 

*  On  this  subject,  see  Dr.  Roy  Pryce's  The  Political  Future  of  the  European 
Community  (Marshbank,  1962). 
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There  is  no  doubt  that  the  predilection  of  Mr.  Macmillan  and  his 
colleagues  is  towards  the  Gaullist  V Europe  des  patries — ironically,  since 
on  the  whole  it  is  the  'Europeans'  who  are  most  anxious  to  get  us  into 
the  Community,  and  the  GauUists  who  hitherto  have  been  readiest  to 
keep  us  out.  But  to  British  minds  there  is  something  cosy  and  famihar 
about  de  Gaulle's  ideas  for  Europe.  It  is  all  comfortingly  reminiscent  of 
the  Commonwealth — a  friendly  club  whose  members  are  well-dis- 
posed towards  one  another,  even  go  out  of  their  way  to  help  each 
other,  and  always  take  care  to  consult  other  members  before  taking  any 
drastic  action;  but  where,  in  the  last  resort,  each  member  is  free  to  go 
his  own  way,  and  where  no  awkward  sacrifices  of  sovereignty  have  to 
be  made  or  contemplated.  It  is  the  sort  of  organisation  in  which  a 
British  statesman  naturally  feels  at  home. 

But  the  Commonwealth  analogy  in  fact  apphes  only  very  im- 
perfectly to  Europe,  In  the  Commonwealth  there  is  a  common  lan- 
guage, a  common  institutional  legacy  and  common  political  traditions. 
There  is  also  a  natural  focus  and  leader — Britain,  the  'mother  country*. 
The  Commonwealth  is  an  international  extension  of  the  British  per- 
sonality, its  unity  based  on  past  history.  None  of  this  applies  to  Europe. 
There  is  no  single  language,  no  common  body  of  institutions  and 
traditions,  no  natural  leader.  Most  important  of  all,  the  unity  of  Europe 
is  based  not  on  the  past — the  past  is  something  from  which  Europe  is 
trying  to  escape — but  on  the  future ;  and  the  future  still  has  to  be  won. 
Therefore  the  pohtical  institutions  of  Europe  have  to  be  much  stronger 
than  those  of  the  Commonwealth.  They  have  to  be  strong  enough  to 
bind  together  nations  whose  whole  history  pulls  them  apart.  Can 
L' Europe  des  patries  do  this  ? 

In  this  book  we  have  surveyed  the  immense  labour  which  has  been 
involved  in  the  'making  of  Europe',  and  the  enormously  powerful 
sectional  and  national  interests  which  have  had,  and  still  have,  to  be 
overcome  for  the  good  of  the  whole.  We  have  seen  how  powerful  the 
individual  countries  stiU  are,  with  what  circumspection  the  Commis- 
sion has  had  to  go  about  its  work.  We  have  seen  how  much  remains  to 
be  done,  and  what  sort  of  opposition  is  hkely  to  be  encountered.  In  the 
last  few  pages  we  have  been  discussing  how  much  Europe  as  a  whole 
will  benefit  from  an  even  closer  degree  of  unity,  going  beyond  the 
Rome  Treaty.  But  there  is  no  use  in  bhnking  the  fact  that  the  greater 
the  inroads  made  on  national  sovereignty,  the  stronger  will  be  the 
opposition.  If  we  accept  that  the  path  of  unity  is  the  right  one — and 
this  is  the  assumption  on  which  the  whole  experiment  of  integration 
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has  been  based — then  we  have  to  ensure  that  the  pohtical  institutions 
of  Europe  are  strong  enough  to  carry  her  along  that  road,  as  far  and  as 
fast  as  she  can  go.  Her  institutions  must  be  radical  and  not  conservative; 
they  must  serve  as  an  accelerator  and  not  a  brake.  And  we  have  to  ask 
ourselves  whether  the  institutions  envisaged  by  the  French  Govern- 
ment are  likely  even  to  begin  to  perform  these  tasks. 

Again,  we  have  to  remember  that  the  integration  of  Europe  is  not 
taking  place  in  a  vacuum.  The  unity  of  the  Six  is  in  many  ways  still 
precarious.  Can  anybody  be  confident  that  the  German  people  have 
forever  renounced  the  dangerous  dreams  on  which  Hitler  fed?  Can 
this  restless,  passionate,  divided  people  in  the  heartlands  of  Europe  be 
relied  on  to  stay  faithful  to  the  West,  or  will  the  urge  to  unite  and  to 
dominate  revive?  Are  neutralism  and  imperialism  dead  in  Germany — 
or  only  dormant?  And  what  about  France?  The  future  of  French 
pohtics  remains  as  enigmatic  as  the  character  of  the  great  intransigent 
who  now  directs  them.  In  France,  in  Italy,  indeed  in  all  the  countries  of 
the  Community,  a  stable  social  structure  is  being  transformed  by  a 
process  of  headlong  economic  growth;  the  wind  of  change  in  fact  is 
blowing  throughout  the  Continent.  Everywhere  a  new  middle  class  is 
being  thrown  up,  with  new  tastes,  new  dreams,  new  desires.  The 
political  systems  have  yet  to  adapt  themselves  to  this  transformation  of 
society.  'L'Europe  de  papa  is  dead,  and  those  who  do  not  understand 
this  will  die  with  her ! 

This  political  turmoil  and  uncertainty  is  frequently  cited  by  pohti- 
cians  in  Britain — particularly  in  the  Labour  Party — as  a  reason  for 
staying  out  of  Continental  entanglements.  It  is,  on  the  contrary,  one  of 
the  main  reasons  why  we  must  go  in.  Two  world  wars  have  shown 
that  Britain  cannot  escape  the  consequences  of  unrest  in  Europe.  It 
would  be  fatal  to  try  once  again,  as  we  did  after  191 8,  to  isolate  our- 
selves from  the  Continent  and  pretend  that  its  troubles  need  not  concern 
us.  The  best  contribution  we  can  make  to  our  children's  safety  is  to  go 
into  Europe,  and  try  to  take  the  lead  in  steering  the  new,  dynamic 
forces  there  in  the  direction  of  unity  and  democracy.  And  tor  this 
purpose  we  need  to  ally  ourselves  with  the  'Europeans',  and  not  with 
the  partisans  o£ L'Europe  des  patries.  We  have  to  set  our  sights  firmly  on 
the  ultimate  objective  of  a  true  United  States  of  Europe,  with  federal 
institutions — its  own  army,  its  own  executive  and  parhament,  its  ovwi 
judiciary,  constitution,  currency  and  fiscal  policy.  This  does  not  mean 
that  the  independent  national  States  with  their  institutions  will  dis- 
appear. It  means  that  they  will  voluntarily  subordinate  their  interests 
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to,  and  combine  in  operating,  a  higher  central  (federal  or  confederal, 
the  word  is  unimportant)  authority.  This  is  the  target  towards  which 
we  should  deliberately  aim.  For  the  process  of  integration  cannot,  as 
Europe  is  already  discovering,  be  a  halfway  house.  It  must  be  a  con- 
tinuous process,  and  it  must  therefore  have  central  institutions  which 
are  sufficiently  powerful  to  maintain  the  momentum  against  the  forces 
of  sectional  interest  and  inertia. 

The  first  priority,  if  this  is  to  be  achieved,  is  to  democratise  the 
European  institutions,  by  building  up  the  European  parhament.  Ulti- 
mately, the  United  States  of  Europe  cannot  be  built  by  autonomous 
technocrats,  however  able  and  dedicated.  Still  less  can  it  be  made  by  a 
committee  of  foreign  ministers  whose  first  care  is  to  protect  national 
interests.  An  effective,  representative  European  parliament  could  pro- 
vide the  motive-force  of  unification,  and  an  outlet  for  the  'European' 
enthusiasms  of  so  many  of  the  younger  generation  in  Europe — and, 
even  more  important,  ensure  that  the  process  of  unification  takes  place 
in  a  democratic  fashion  and  subject  to  democratic  control.  This  is 
something  that  the  British,  with  their  unique  parhamentary  traditions, 
are  peculiarly  fitted  to  contribute  to  the 'making  of  Europe'-*^.  For  there 
is  httle  point  in  creating  a  United  States  of  Europe  which  is  not  at  the 
same  time  a  democracy.  And  there  is  no  reason  why  the  future  pohtical 
complexion  of  Europe  should  not  be  a  good  deal  more  progressive 
than  it  is  today.  The  Europe  of  Adenauer  and  de  Gaulle  will  not  last. 
One  result  of  the  movement  for  unification  and  the  economic  revolu- 
tion in  Europe  may  well  be  the  establishment  of  a  new,  moderate  Left, 
playing  the  same  sort  of  role  as  the  Labour  Party  in  Britain  or  the 
Scandinavian  Socialists,  and  driving  the  Continental  Communist 
Parties  into  the  hmbo  where  they  belong.  One  would  like  to  see  the 
British  Labour  Party  take  the  lead  in  building  up  this  new  Left  in 
Europe,  harnessing  the  scattered  progressive  forces  and  challenging  the 
present  dominance  of  the  Right. 

British  influence  should,  therefore,  be  directed  towards  making 
Europe  safer  for  democracy — and  at  the  same  time  hastening  her  along 
the  road  to  unity.  So  far  from  being  incompatible,  these  two  objectives 
are,  as  we  have  seen,  closely  interlocked.  Britain  could,  in  short,  become 
the  'Anchor-man'  of  Europe,  countering  the  fissiparous  tendencies  of 
France  or  Germany,  welding  the  nations  closer  together  in  an  ever- 
stronger  democratic  unity.  But  Britain  should  have  a  third  objective 
in  the  European  Community — to  keep  its  eyes  fixed  on  the  broad 
^  The  Scandinavians  and  the  Swiss  would  also  help  here. 
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horizons  of  the  outside  world,  away  from  exclusive  introspective 
concern  with  its  own  problems  and  achievements.  Just  as  Britain  can 
no  longer  isolate  herself  from  Europe,  so  Europe  can  no  longer  isolate 
herself  from  the  world.  The  responsibihties  of  a  united  Europe  will  not 
stop  at  the  Elbe  or  the  Pyrenees.  They  will  extend  across  the  oceans  to 
the  remotest  comers  of  the  globe.  That  is  a  lesson  which  the  British 
at  least  should  be  able  to  understand. 
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RULES   OF  ADMISSION 

The  European  Community  has  already  demonstrated  its  powers  of 
attraction.  Applicants  for  membership  or  association  are  qiieueing  up 
outside  its  gates.  What  rules  are  members  of  the  club  to  apply  when 
deciding  whom  to  admit  ?  If  the  conditions  of  membership  are  made 
too  loose,  the  club  will  lose  its  cohesion — and  with  it  much  of  its  value. 
But  if  on  the  other  hand  the  Community  becomes  an  exclusive  club  for 
a  handful  of  rich  nations  in  Western  Europe,  from  which  no  one  else 
is  allowed  to  benefit,  it  will  have  betrayed  its  mission. 

In  dealing  with  applications  from  European  states,  it  is  reasonable  to 
ask  prospective  members  to  accept  the  full  political  implications  of  the 
Community.  This  implies  loyalty  to  democratic  systems  of  govern- 
ment, and  a  willingness  to  accept  supra-national  control  in  the  fields  of 
financial  and  economic  policy,  defence  and  political  institutions. 
Nations  that  will  not  accept  these  conditions  cannot  complain  if  they 
are  excluded  from  the  economic  benefits  of  the  Common  Market. 
Two  classes  of  states  would  seem  to  quaUfy  for  association  rather  than 
full  membership — those  who  camiot  accept  the  political  conditions  for 
reasons  beyond  their  control  (Finland,  Austria),  and  those  whose 
economies  are  not  strong  enough  to  meet  the  full  competition  of  the 
Common  Market  (Greece,  Eire,  possibly  Israel).  In  this  second  class, 
associate  status  will  presumably  be  temporary;  in  the  course  of  time, 
it  is  to  be  hoped  that  the  economies  of  the  associates  will  be  strong 
enough  to  stand  the  pressures  of  full  membership.  Sweden  and  Swit- 
zerland, as  we  saw  at  the  beginning  of  Part  III,  present  a  more  difficult 
case.  The  best  solution  would  be  to  allow  them  some  form  of  proba- 
tionary association  for  a  fixed  period,  while  they  made  up  their  minds 
on  whether  or  not  they  were  prepared  to  play  their  full  part  in  a  future 
political  United  States  of  Europe. 

Turkey  and  Portugal  would  seem  to  be  border-line  cases ;  Portugal's 
case  politically  seems  much  weaker  than  Turkey's,  though  her  mem- 
bership of  'Efta'  gives  her  a  certain  moral  claim  on  Britain  which  her 
own  merits  hardly  justify.  Spain's  application  would  seem  to  be  ruled 
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out  on  political  grounds  unless  and  until  she  changes  her  regime — 
though  it  can  again  be  argued  that  if  Spain  were  given  some  form  of 
temporary  associate  status  it  might  facilitate  a  change  of  regime  as 
well  as  greater  prosperity,  while  exclusion  might  simply  serve  to 
perpetuate  autocracy  along  with  poverty. 

There  is  of  course  nothing  to  stop  a  European  Community  negotia- 
ting trade  agreements  with  individual  countries  outside  its  orbit.  There 
is  a  good  case,  for  example,  for  negotiating  such  treaties  with  the 
Communist  countries  of  Eastern  Europe — in  particular  with  Jugo- 
slavia, to  whom  reasonably  favourable  terms  should  be  offered.  It 
would  be  a  sad  day  for  the  West  if  European  integration  threw  Jugo- 
slavia back  into  economic  dependence  on  the  Soviet  bloc. 

But  the  Community  should  also  seek  good  relations  with  the 
countries  of  the  bloc.  It  must  not  be  allowed  to  degenerate  into  an 
anti-Communist  entente.  It  must  strive,  rather,  to  break  down  the 
economic  and  political  barriers  of  the  Iron  Curtain,  and  to  revive  the 
frozen  arteries  of  trade  and  commerce  in  the  centre  of  Europe.  In 
particular,  no  opportunity  should  be  lost  of  trying  to  secure  by  peaceful 
means  the  reunification  of  Germany.  I  must  confess  that  I  do  not  rate 
the  chances  of  reunification  at  all  highly  for  the  foreseeable  future. 
Western  Germany  would  be  foohsh  in  the  extreme  to  sacrifice  the 
substance  of  integration  with  Western  Europe  for  the  shadow  of 
reunification  with  the  East  in  a  neutrahsed  German  State.  Indeed,  if 
Germany  is  ever  to  be  reunited  it  must  be  inside  the  framework  of  a 
Western  European  Community.  At  the  same  time,  the  statesmen  of 
Europe  must  never  lose  sight  of  the  need  for  a  solution  of  the  German 
problem  and  an  easing  in  the  intolerable  tensions  to  which  it  gives  rise. 
And  it  is  in  the  field  of  trade  agreements  that  a  first,  modest  start  can 
perhaps  best  be  made. 

AN  ATLANTIC   COMMUNITY? 

Perhaps  the  most  dramatic  tribute  to  the  growing  power  of  the  Euro- 
pean Community  on  the  world  scene  is  the  changing  attitude  towards 
it  in  Washington.  The  Eisenhower  administration  viewed  the  Com- 
munity with  a  somewhat  remote  benevolence.  Its  emergence  was 
treated  almost  entirely  as  a  political  phenomenon,  to  be  welcomed  as 
a  contribution  to  the  strength  and  cohesion  of  the  free  world,  without 
serious  economic  implications  for  America.  The  Kennedy  administra- 
tion has  had  to  adopt  a  rather  more  sophisticated  approach.  The  State 
Department's  support  for  the  idea  of  a  United  States  of  Europe  is  as 
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Strong  as  ever.  Indeed,  Washington  looks  to  Europe  to  help  shoulder 
more  of  the  U.S.  burden  of  defence  spending  and  of  aid  and  investment 
in  under-developed  countries.  At  the  same  time,  President  Kennedy's 
distrust  of  German  and  French  views  on  foreign  policy  have  made  him 
much  more  anxious  than  his  predecessor  to  see  Britain  inside  the 
Community. 

But  the  biggest  change  is  America's  reahsation  that  her  export  trade 
is  vulnerable  to  the  Community's  tariffs.  Ideas  for  an  Atlantic  Com- 
munity, or  an  Atlantic  free  trade  area,  are  circulating  in  a  way  which 
reminds  the  British  observer  of  the  state  of  mind  in  Whitehall  in  1956 
when  it  was  reahsed  that  the  Six  really  were  going  to  have  a  Common 
Market.  One  wonders  cynically  whether  the  Americans  are  going  to 
play  their  hand  any  better  than  we  did ! 

The  chances  are  of  course  that  they  will.  Clearly  America's  bargain- 
ing power  vis-a-vis  Europe  is  much  greater  than  Britain's  ever  was, 
provided  that  Congress  gives  the  White  House  enough  room  in  which 
to  manoeuvre.  Continental  statesmen  reahse  well  enough  that  the 
stabihty  of  the  West  demands  the  friendship  and  co-operation  of  its 
two  great  constituents — America  and  Europe.  The  idea  that  Europe 
can  be  built  up  into  a  'Third  Force',  holding  the  balance  of  power 
between  Russia  and  America,  poised  neutrally  between  the  two,  is  an 
illusion  which  today  commands  little  support.  Whatever  else  she  may 
be,  Europe  is  and  must  remain  irrevocably  of  the  West. 

Certainly,  Britain  as  a  member  of  the  European  Community  can  be 
expected  to  do  everything  possible  to  promote  the  reahsation  of  an 
Atlantic  Community — to  bring  the  U.S.  into  closer  and  closer  con- 
junction Mdth  Europe.  From  inside  the  Community,  Britain  can  and 
should  continue  to  exercise  her  old  role  of  America's  closest  ally  and 
friend — more  effectively,  in  fact,  than  she  could  outside  it,  where  her 
value  to  America  is  much  smaller. 

The  form  which  an  Atlantic  Community  might  take  is  far  from 
clear.  PoHtically,  it  is  plain,  the  U.S.  is  not  prepared  to  merge  her 
sovereignty  with  Europe  for  as  far  ahead  as  one  can  see;  nor  is  there 
any  necessary  reason  why  she  should.  The  Community  should  rather 
be  based  on  the  foundations  of  an  industrial  free  trade  area,  a  military 
alliance  to  replace  NATO,  and  close  economic  co-operation  both  to 
preserve  international  stabihty  and  to  promote  the  wealth  and  welfare 
of  the  imder-developed  countries.  It  would  in  fact  be  a  Partnership 
rather  than  a  Community. 

An  Atlantic  free  trade  area  would  account  for  90  per  cent  of  the 
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industrial  production  and  90  per  cent  of  the  trade  in  industrial  goods  in 
the  non-Communist  world.  It  would  therefore  be  an  extremely 
powerful  instrument  for  expanding  world  trade.  The  U.S.  President 
has  already  asked  Congress  for  authority  to  negotiate  with  an  enlarged 
EEC  for  the  complete  abohtion  of  tariffs  on  all  products  of  which  the 
U.S.  and  Europe  are  the  main  suppliers,  and  where  they  account  be- 
tween them  for  80  per  cent  or  more  of  world  trade  in  the  goods  con- 
cerned. This  is  a  dramatic  proposal.  Not  only  would  it  in  fact  take  the 
U.S.  and  Europe — assuming  Europe  agreed — a  very  long  way  along 
the  road  to  a  free  trade  area;  it  would  also  help  other  industrial  coun- 
tries like  Japan.  For  the  proposal  is  that  both  the  U.S.  and  Europe 
should  abolish  these  tariffs  irrespective  of  the  country  of  supply. 
Japanese  motor  cars,  for  example,  would  have  free  entry  into  the 
markets  of  Europe  and  America  equally  with  U.S.  and  European  cars. 

What  the  President  is  proposing,  in  fact,  is  a  programme  of  mutual 
tariff  cutting  by  the  highly  industraUsed  countries  of  the  West,  with  the 
results  of  the  tariff  cuts  generahsed  to  the  other  countries  of  the  world 
whether  they  reciprocate  the  cuts  or  not. 

The  American  proposals  do  not  stop  there.  President  Kennedy  wants 
authority  from  Congress  to  negotiate  a  halving  of  tariffs  in  conjunction 
with  the  Europeans  for  all  other  goods,  again  on  a  non-discriminatory 
basis.  He  wants  the  U.S.  and  the  EEC  to  agree  to  the  total  ehmination 
of  tariffs  on  all  tropical  products  which  do  not  compete  with  home- 
produced  goods.  And  there  are  plans  in  the  air  for  a  series  of  inter- 
national price  agreements  covering  the  main  'temperate  foodstuffs  — 
starting  with  wheat.  Such  schemes  would  have  to  include  the  main 
producing  countries — Canada,  Australia,  Argentina — as  well  as  the 
U.S.  Finally,  despite  its  obvious  limitations,  the  U.S.  initiative  on 
cotton  textiles — the  Kennedy  conference  to  induce  the  industrial 
countries  of  the  West  to  open  their  markets  on  a  mutually  equitable 
basis  to  the  low-cost  exports  of  Asia — looks  hke  setting  a  precedent  for 
other  Asian  manufactures.  It  is  to  be  hoped  that  future  agreements  of 
this  sort  will  go  beyond  the  rather  hmited  provisions  of  the  cotton 
pact,  but  at  least  it  represents  a  beginning. 

The  exact  form  of  the  'package  deal'  which  the  U.S.  will  at  some 
stage  propose  to  an  enlarged  EEC  is  not  yet  clear.  But  the  general 
drift  of  what  President  Kemiedy  wants  to  do  is  obvious  enough.  It  is 
also  obvious  tliat  Congressional  opposition  to  U.S.  tariff  cuts  will  be 
very  strong — vide  the  1962  increase  in  U.S.  tariffs  on  glass  and  carpets. 
It  is  essential  that  Europe  should  do  all  it  can  to  help  President  Kennedy 
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to  win  his  battle  with  the  protectionists  in  Congress,  for  on  his  success 
may  depend  the  future  of  the  West. 

It  would  be  easy  for  Europe  to  stay  sitting  tight  behind  the  wall  of 
the  common  external  tariff,  the  tariff  which  has  been  the  symbol  of  her 
unity  so  far.  But  to  do  this  would  be  to  condemn  the  Common  Market 
for  the  introverted,  selfish  'rich  man's  club'  which  its  enemies  accuse  it 
of  being.  The  common  external  tariff  should  not  be  made  into  a 
shibboleth.  It  has  served  its  purpose  in  helping  to  create  a  united 
Europe.  But  by  the  time  that  the  negotiations  between  Europe  and  the 
U.S.  come  to  fruition,  the  European  nations  should  have  taken  further 
strides  towards  unity,  and  built  up  closer  and  more  positive  links  than 
the  common  tariff.  It  should  no  longer  then  be  true,  as  it  may  have 
been  during  the  free  trade  area  negotiations,  that  the  common  external 
tariff  is  the  one  thing  holding  the  Europeans  together. 

It  is  essential,  therefore,  that  Europe  should  be  prepared  to  negotiate 
on  tariffs,  and  to  reduce  them  where  possible,  even  if  this  means  that 
some  European  farmers  and  some  European  industriahsts  will  go  out 
of  business.  It  is  essential  that  the  European  Community  should  adopt 
a  liberal,  outward-looking  stance  to  the  world,  rather  than  the  inward- 
looking  and  protectionist  attitude  it  has  sometimes  seemed  to  in  the 
past.  British  membership  should  greatly  help  here,  and  not  only  be- 
cause Britain  has  on  the  whole  been  good  at  recognising  her  obligations 
to  the  less  developed  and  poorer  peoples  of  the  world.  The  very  fact 
that  in  negotiating  Britain's  entry  the  Six  have  had  to  concern  them- 
selves intimately  with  solutions  to  the  problems  of  the  Commonwealth 
has  forced  them  to  look  outwards.  And,  as  we  have  seen,  in  almost 
every  case  the  solutions  to  these  problems  have  been  seen,  ultimately, 
to  involve  agreements  on  a  world  scale  rather  than  a  regional  one. 

In  fact  the  record  of  the  Six  in  recent  years  has  been  more  generous 
and  outward-looking  than  their  critics  give  them  credit  for.  The  Six 
today  provide  one-third  of  the  free  world's  aid  to  under-developed 
countries,  while  Britain  provides  only  one-ninth.  But  some  of  them 
have  a  distinctly  less  attractive  record  when  it  comes  to  trade.  At  GATT 
the  Common  Market  has  too  often  presented  the  appearance  of  a  pro- 
tectionist group  of  rich  countries  wliich  is  too  ready  to  keep  out  the 
products  of  poorer  countries  that  do  not  happen  to  be  in  its  sphere  of 
influence.  This  impr  essionpersists  in  many  parts  of  the  non-European 
world,  in  spite  of  the  increasing  flow  of  aid  and  investment  and  in  spite 
of  the  20  per  cent  cut  in  the  common  external  tariff.  As  a  result,  there 
is  a  good  deal  of  suspicion  in  many  of  the  under-developed  countries — 
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particularly  in  Africa  and  Latin  America — of  the  EEC  and  of  British 
association  with  it.  The  support  given  to  President  Nkrumah's  castiga- 
tion  of  associated  overseas  territory  status  as  a  form  of  neo-coloniahst 
exploitation  of  Africans  illustrates  the  force  of  these  suspicions. 

It  would  be  disastrous  if  the  European  Community  came  to  be  seen 
as  an  instrument  of  raciahsm,  when  in  fact  it  offers  one  of  the  world's 
best  hopes  for  ending  the  appalhng  division  between  rich  and  poor 
which  disfigures  the  international  landscape  of  our  age.  The  EEC  must 
not  only  be  liberal,  it  must  be  seen  to  be  so.  And  it  is  not  hard  to  see 
how  this  can  be  done. 

First,  action  is  needed  on  the  lines  of  President  Kennedy's  mutual 
tariff-cutting  proposal — free  trade  in  all  industrial  goods  where  the 
U.S.  and  Europe  account  between  them  for  four-fifths  of  trade  and 
production,  and  a  halving  of  tariffs  on  all  other  industrial  goods.  These 
tariff  cuts  should  apply  to  imports  into  the  U.S.  and  Europe  from  all 
sources. 

Second,  further  measures  are  needed  for  those  industries  dominated 
by  Asian  producers,  where  imports  into  the  U.S.  and  Europe  are 
currently  hmited  by  quotas.  What  is  needed  here  is  an  international 
agreement  for  the  progressive  lifting  of  these  quotas  by  the  U.S.  and 
the  EEC — and  preferably  by  other  nations  as  well — on  a  parity  basis, 
so  that  each  country  hberahses  its  trade  in  step  with  the  others. 

Third,  the  special  trade  privileges  attaching  to  the  African  and  other 
associated  overseas  territories  in  the  European  market  should  be  pro- 
gressively generalised,  so  that  eventually  there  should  be  world-wide 
free  trade  in  tropical  agricultural  products.  Once  again,  hberahsation  in 
Europe  should  proceed  in  parallel  with  hberahsation  in  the  U.S.,  and 
if  possible  elsewhere. 

Fourth,  international  commodity  agreements  should  be  negotiated 
for  the  main  temperate  zone  foodstuffs  of  the  world — wheat,  meat  and 
dairy  products.  These  agreements  should  progressively  take  over  from 
the  special  interim  measures  which  Britain  and  the  Six  are,  as  I  write, 
discussing  in  Brussels  to  ease  the  problems  of  British  accession  to  the 
Common  Market  for  Canada,  Austraha  and  New  Zealand.  The  U.S. 
and  Europe  should  take  the  lead  in  working  out  such  agreements,  and 
both  should  be  prepared  to  accept  a  lower  degree  of  protection  for 
their  own  farmers  as  part  and  parcel  of  the  agreements. 

Obviously  all  this  vwll  not  be  achieved  overnight.  The  technical  as 
well  as  the  pohtical  problems  involved  are  formidable.  But  there  is 
everything  to  be  said  for  drawing  up  an  international  plan  of  campaign 
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now,  for  it  is  on  its  relations  with  the  outside  world — and  particularly 
with  the  under-developed  countries — that  the  European  Community 
will  from  now  on  increasingly  be  judged.  It  must  show  that  when  it 
talks  about  tackling  world  poverty  and  extending  to  other  peoples  the 
benefits  the  Europeans  have  won  for  themselves  through  integration, 
it  is  not  just  mouthing  platitudes.  And  time  is  not  necessarily  on  its  side. 

NEW  PATTERNS   OF  AID 

In  the  field  of  trade,  therefore,  there  should  be  a  progressive  withering- 
away  of  the  special  preferences  now  enjoyed  by  those  overseas  coun- 
tries hitherto  associated  with  Britain  or  France  or  other  European 
countries.  There  should  be  no  more  favouritism  among  the  under- 
developed countries. 

Does  this  mean  that  the  special  relations  built  up  in  Eurafrica,  in  the 
Commonwealth  and  the  sterling  area  will  simply  disappear ;  If  they 
did,  this  would  be  a  tragedy,  not  only  for  the  countries  concerned  but 
for  the  world  as  a  whole.  The  multi-racial  Hnks  provided  by  the 
Commonwealth  and  by  Eurafrica  are  of  immense  benefit  in  a  world 
where  race  is  becoming  the  great  international  irritant. 

But  in  fact,  outside  the  field  of  trade,  these  links  should  not  be 
affected.  The  loose  aUiance  and  system  of  friendly  consultation  which 
holds  the  Commonwealth  together  need  not  be  adversely  affected  by 
British  membership  of  the  EEC.  In  fact  Britain  can  play  a  useful  role 
as  the  advocate  and  spokesman  for  Commonwealth  interests  in  Europe. 
In  the  same  way,  France's  relationship  with  the  former  French  Union 
— which  is  increasingly  developing  along  Commonwealth  lines — is 
manifestly  not  suffering  from  her  membership  of  the  Common  Market. 
In  fact,  here  again  France  has  been  able  to  further  the  economic 
interests  of  her  African  partoers  very  considerably  through  influence 
with  the  Six.  Peace  in  Algeria,  it  is  to  be  hoped,  will  round  off  the 
structure  by  enabhng  Morocco,  Tunisia  and  Libya  to  join  in  close 
association  with  the  EEC.  The  closer  Britain  and  France  come  together 
in  the  European  Community,  the  closer  too  should  come  their  respec- 
tive former  colonies  and  dependencies. 

But  one  should  beware  of  trying  to  fit  the  emerging  African  coun- 
tries into  pohtical  straitjackets  of  European  fashioning.  The  African 
coimtries  will  find  their  own  natural  pohtical  groupings.  Europe  can 
only  offer  them  her  friendship  and  help,  and  economic  assistance.  She 
camiot  dictate  their  allegiances,  nor  should  she  try  to  do  so. 

But,  in  the  field  of  economics,  what  is  to  take  the  place  of  the  trade 

239 


BRITAIN'S  ROLE  IN  EUROPE 

preferences  which  Europe's  associates  will  be  losing  if  and  when  the 
proposals  outlined  in  the  previous  section  take  effect  ?  The  answer  is  in 
fact  fairly  obvious.  If  Europe  can  no  longer  have  favourites  in  the  field 
of  trade,  there  is  no  reason  why  she  cannot  go  on  doing  so  in  the  field 
of  aid  and  investment.  And  indeed  it  is  natural  that  she  should.  It  is 
right  and  reasonable  that  in  the  campaign  to  help  the  under-developed 
countries  and  raise  world  living  standards  the  U.S.  and  Europe  should 
each  concentrate  on  the  parts  of  the  world  where  they  have  traditional 
interests  and  responsibihties,  the  U.S.  concentrating  primarily  on  Latin 
America  (through  the  Alliance  for  Progress)  and  the  countries  border- 
ing on  the  Pacific — and  the  Europeans  concentrating  on  Africa,  the 
Middle  East  and  the  overseas  Commonwealth  countries.  These  divi- 
sions would  not  of  course  be  rigid  and  exclusive,  but  they  would  indi- 
cate different  national  priorities  in  a  common  enterprise. 

The  three  things  which  the  under-developed  countries  want  from 
Europe  and  America  are,  essentially,  markets,  capital  and  'know-how'. 
The  progressive  liberalisation  of  world  trade  discussed  in  the  previous 
section  should  help  to  provide  these  countries  as  a  whole  with  better 
markets  for  their  produce  than  they  enjoy  today.  At  the  same  time,  the 
European  nations  should  step  up  their  export  of  capital  and  'know- 
how'  to  the  countries  in  their  sphere  of  influence,  starting  with  the 
associated  overseas  territories  of  the  Common  Market  and  the  overseas 
Commonwealth  countries.  It  is  worth  remembering  that  if  the  Bank 
of  England's  responsibilities  for  the  sterling  area  are  transferred  to  a 
new  European  reserve  bank,  this  bank  will  be  ultimately  responsible 
for  the  economic  viability  of  the  individual  members  of  the  sterling 
area,  and  they  will  enjoy  the  same  rights  of  free  access  to  the  capital 
market  in  Europe  as  a  whole  as  they  now  do  in  Britain.  It  follows, 
therefore,  that  there  will  be  automatically  an  intimate  connection  be- 
tween the  economic  policies  and  progress  of  the  different  sterhng  area 
countries  and  the  central  directorate  of  the  European  Community,  just 
as  there  is  now  between  the  sterling  countries  and  Britain.  Inevitably 
there  will  be  conferences  between  leading  statesmen  and  bankers, 
attempts  to  co-ordinate  economic  pohcy,  and  so  on.  To  this  extent  the 
sterling  area  countries,  so  far  from  being  thrown  out  into  the  cold  by 
Britain's  marriage  with  the  Six,  are  hable  to  be  drawn  increasingly  into 
Europe's  orbit  so  far  as  economic  pohcy-making  is  concerned.  And  this 
close  connection,  paralleled  as  it  is  in  the  French  Union,  will  tacihtate 
the  flow  of  aid  and  investment  from  Europe  to  the  countries  that  need 
it. 
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The  chances  are  in  fact  that  the  cHmate  for  overseas  investment  will 
become  more  propitious  in  the  sixties  than  it  was  in  the  fifties,  if  only 
because  the  competing  attractions  of  investment  in  Europe  itself  may 
become  less  overwhelming  as  the  European  boom  levels  off.  There  is 
a  good  deal  of  evidence  to  suggest  that  the  pace  of  growth  in  Europe 
will  be  somewhat  slower  in  the  next  few  years  than  it  has  been  in  the 
last  few — though  by  comparison  with  much  of  the  rest  of  the  world 
Europe  will  continue  to  present  a  picture  of  dynamic  expansion.  If  the 
pace  of  growth  slackens,  the  rate  of  return  on  investment  will  fall,  and 
profit  margins  will  narrow.  This  is  indeed  already  happening  to  some 
extent,  and  the  process  looks  like  going  further  in  the  next  few  years. 
In  this  case  investment  outside  Europe,  in  the  under-developed  coun- 
tries, will  begin  to  look  much  more  attractive. 

Similarly,  if  it  becomes  harder  to  sell  goods  in  Europe  there  will  be 
a  greater  interest  in  expanding  the  market  overseas.  It  will  therefore  be 
in  Europe's  immediate  interest  to  increase  the  flow  of  aid  to  the  under- 
developed countries  so  that  they  can  buy  more  European  goods. 
Altruism  and  self-interest  will  tend  to  move  closer  together. 

Institutionally,  the  establishment  of  a  central  European  bank  or 
reserve  fund  can  help  considerably  to  channel  and  co-ordinate  the  flow 
of  investment  capital  to  the  needy  countries.  The  fund  could  be  given 
powers  to  lend  to  the  under-developed  countries,  either  directly  or 
through  the  medium  of  the  World  Bank — or  perhaps  through  the 
European  Investment  Bank  in  Brussels.  There  is  a  lot  to  be  said  for  co- 
ordinating the  various  institutions  for  European  overseas  investment — 
the  Development  Fund  for  Eurafrica,  the  European  Investment  Bank, 
the  activities  of  the  individual  governments  (including  the  various 
British  organisations,  such  as  the  Colonial  Development  Corporation 
and  so  on) — under  a  single  central  organisation.^  This  could  well  be- 
come one  of  the  main  fimctions  of  the  European  reserve  fund  or  bank 
when  it  is  in  operation. 

*     *     • 

The  challenges  facing  Europe  in  the  years  ahead,  both  internally  and 
externally,  are  formidable  in  the  extreme.  Nobody  can  be  confident 
that  she  will  meet  them  successfully,  though  on  the  record  so  far  it  is 
reasonable  to  be  optimistic.  In  joining  Europe,  Britain  will  not  be 

^  At  present  the  Investment  Bank  is  limited  in  its  activities  to  Europe,  but  there 
are  suggestions  that  the  Development  Fund  for  Eurafrica  should  become  part  of 
the  Bank's  responsibilities.  This  seems  a  sensible  measure  of  integration. 
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taking  the  easy  way  out,  or  jumping  on  a  band  wagon  to  effortless 
prosperity.  Still  less  wiU  she  be  opting  out  of  the  conflicts  of  the  world, 
by  losing  her  identity  in  a  European  collective. 

On  the  contrary,  she  will  be  acquiring  both  the  opportunity  and  the 
obhgation  to  play  a  bigger  and  more  constructive  role  than  her  dim- 
inished power  has  allowed  her  to  play  as  a  separate  nation  since  1945. 
At  the  beginning  of  this  book  we  saw  how  Britain's  reach  since  the 
war  has  consistently  exceeded  her  grasp.  We  have  seen  also  how,  for 
all  its  promising  beginning,  the  'making  of  Europe'  is  still  a  long  way 
from  completion.  Hazards  and  obstacles  block  the  way  ahead.  If 
Britain  stands  aside,  and  the  European  experiment  comes  to  grief,  the 
world  will  be  a  poorer  and  a  more  dangerous  place.  If  Europe  goes 
forward  to  union,  and  Britain  stands  aloof,  the  quahty  of  pubhc  hfe  in 
Europe  will  amost  certainly  be  the  poorer  for  Britain's  absence,  and 
Europe's  role  in  the  world  less  valuable.  But  for  Britain  herself,  shunted 
on  to  the  sidelines  of  world  poHtics,  the  consequences  could  idtimately 
be  disastrous.  Those  who  want  Britain  to  play  her  part  in  the  building 
of  a  United  States  of  Europe  do  so,  not  because  it  is  a  soft  option  for 
Britain,  but  because  they  beheve  that  Britain  has  a  unique  and  vital 
role  to  play  on  the  world  stage,  and  that  it  is  in  and  with  Europe  that 
this  role  can  and  must  be  played  today.  As  a  member  we  can  influence 
the  course  of  the  European  Community  decisively;  and  I  am  patriot 
enough  to  beheve  that  this  influence  will  be  immeasurably  for  good. 
On  the  other  side  I  see  only  the  twihght  of  a  faded  empire,  an  empire 
on  which  the  sun  is  indeed  setting,  a  people  shuffling  into  the  shadows 
to  grow  old  and  die — alone.  History  is  not  kind  to  those  who  make 
wrong  choices. 
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ECSC 

EDC 

EEC 

EFTA  (Efta) 

EPC 

GATT 

IMF 

NATO 

OECD 

OEEC 
WEU 


A  Glossary  of  Initials 

Associated  Overseas  Territory  (of  the  Common  Market) 

European  Coal-Steel  Community 

European  Defence  Community 

European  Economic  Community  (Common  Market) 

European  Free  Trade  Association  (Outer  Seven) 

European  Political  Community 

General  Agreement  on  Trade  and  Tariffs 

International  Monetary  Fund 

North  Atlantic  Treaty  Organisation 

Organisation  for  Economic  Co-operation  and  Develop- 


ment 


Organisation  for  European  Economic  Co-operation 
Western  European  Union 
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